BOSTON 

PUBLIC 

LIBRARY 


m 


GOVDOC 

J/H3-. 


% 


/ 


op.  n-  m 


GENERAL  SERVICES  ADMINISTRATION  MEETING 
WASHINGTON,  D.C. 
NOVEMBER  21,  1992 


BACKGROUND  MATERIALS 

1.  October  9,  1987  mortgage  and  note  documents. 

2.  Calculation  of  payments  made  and  payments  over  due;  payment  table. 

3.  August  11,  1988  Letter  Agreement  executed  by  BRA,  BLC,  MHC,  and  ACHP  (sets 
forth  process  to  carry  out  deed  covenants  by  preparing  HSR  and  assuring 
compliance  with  Standards). 

4.  November,  1988  Memorandum  of  Agreement  executed  by  ACHP,  GSA,  and  MHC 
stipulating  that  GSA  agrees  to  ensure  deed  covenants  carried  out  in  accordance 
with  BRA  9/11/88  letter  agreement. 

5.  Boston  Landmarks  Commission  vote  of  conceptual  approval  taken  September  25, 
1991. 

6.  BRA  letter  to  Earl  Jones  dated  October  22,  1991  setting  forth  a  proposal  for 
restructuring  and  rationale  for  same. 

7.  GSA  letter  from  Earl  Jones  to  BRA  dated  November  26,  1991  rejecting  proposal  in 
BRA  10-22-91  letter  and  proposing  instead  quarterly  payments  of  $411,162,  or 
$1.65  million  per  year. 

8.  February  10,  1992  memo  from  Paul  McCann  to  Earl  Jones  committing  BRA  to 
contribute  $154,000  per  year  to  bring  down  6%  payment  to  acceptable  level  to 
developer. 

9.  GSA  letter  from  Earl  Jones  to  BRA  dated  April  23,  1992  confirming  terms  of 
restructuring:   30-year  term,  interest-only,  interest  =  Treasury's  "current  value  of 
funds  rate,"  close  with  payment  of  $1,050,000  lump  sum  payment  no  later  than 
12/31/92. 

10.  ACHP  letter  to  GSA  Administrator  Austin,  dated  July  29,  1992  (attachment  to 
11/5/92  letter  from  BRA). 

11.  GSA  letter  from  James  Peterson  to  BRA  dated  August  21,  1992  refusing  proposed 
delay  in  closing  to  3/31/93. 

12.  GSA  letter  from  Administrator  Austin  to  ACHP,  dated  August  26,  1992, 
expressing  surprise  that  plans  do  not  meet  Standards  and  requesting  meeting  to 


discuss  issue,  which  meeting  was  held  in  the  Custom  House  on  September  22, 
1992. 

13.  GSA  letter  from  James  Peterson  to  BRA  dated  September  21,  1992  requesting 
closing  by  10/9/92  and  refusing  nonrecourse  and  coequality  provisions  and 
transmitting  draft  deed. 

14.  BRA  letter  to  Earl  Jones,  GSA  Commissioner,  dated  November  5,  1992  (attachment 
to  11/13/92  letter  from  BRA). 

15.  BRA  letter  to  Richard  Austin,  GSA  Administrator,  dated  November  13,  1992. 

16.  Massachusetts  Historical  Commission  (State  Historic  Preservation  Officer)  letter 
confirming  MHC  conceptual  approval  dated  November  19,  1992. 

17.  BRA  progress  reports  to  Coopers  &  Lybrand  dated: 

a.  June  29,  1992 

b.  June  10,  1992 

c.  September  5,  1991 

d.  March  28,  1991 
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U.S.  CUSTOM  HOUSE 
BOSTON,  MA 

KNOW  ALL   KEN  BY  THESE  PRESENTS:      That   the  UNITED  STATES  OF  AMERICA1"^"779 
acting  by  and  through  the  ADMINISTRATOR  OF  GENERAL  SERVICES,   under  and 
pursuant' to  the  powers  and  authority  contained  in  the  provisions  of  the 
Federal  Property  and  Administrative  Services  Act  of  1949  (63  Stat.   377),   as 
amended,   and  the  regulations  and  orders  promulgated  thereunder,    for  and  in 
consideration  paid  to  it  in  the  sum  of     ELEVEN   MILLION  AND   00/100 
($11,000,000.)     DOLLARS 


does  hereby  grant  to    the  boston  redevelopment  authority,   boston, 

MASSACHUSETTS  • 


all  its  right,   title  and  interest  in  and  to  the  property  described  in 
Schedule  A,   together  with  all  appurtenances  and  improvements  thereto,   subject 
to  such  conditions  as  may  be  set  forth  in  said  Schedule  A,   being     0.3   acres, 
more   or    less,    parcel    of    land   and    improvements    in   the    area   known   as 
McKinley    Square,    City   of    Boston,    County   of    Suffolk,    Commonwealth 
of   Massachusetts. 

TO  HAVE  AND  TO  HOLD  the  granted  premises  with  all  the  privileges  and 
appurtenances  thereto  belonging,  to  the  said  grantee(s)   and  to  the  heirs  or 
successors  and  assigns  of  same,   to  their  own  use  ana  behoof  forever. 

This  deed  is  executed  and  delivered  to  the  said  grantee(s),  and  to 
the  heirs  or  successors  and  assigns  of  same,   without  any  covenants  whatsoever, 
either  express  or  implied. 


IN  WITNESS  WHEREOF,   the  UNITED  STATES  OF  AMERICA,   acting  by  and 
through  the  ADMINISTRATOR  of  GENERAL  SERVICES,   has  caused  these  presents  to  be 
executed  as  a  sealed  instrument  in  its  name  and  behalf  this     8  *    day  of    OcToe*r 
of  IH9~I, 


t\z 


UNITED  STAfES  OF  AFRICA 
Acting  By  £nd  Through  The 
ADMINISTRATOR  OF/  GENERAL  SERVICES 


By 


WITNESSES: 


Regional  Administrator 
General  Services^ Administrate 
Region  One,  Boston,  Massachusetts 


■^fe. 


'/* 
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SCHEDULE  A 

U.  S.  Custom  House 
Boston,  Massachusetts 
l-G-MA-779 

Property  Description 

The  property  included  in  this  sale  agreement  is  the  U.S.  Custom 
House,  Eoston,  Massachusetts.   It  is  located  on  an  irregularly- 
shaped  parcel  of  land  containing  approximately  17,000  square  feet 
in  McKinley  Square  in  the  City  of  Eoston's  financial  district. 
The  parcel  has  approximately  75'  of  frontage  along  State  Street 
to  the  north  and  along  McKinley  Square  to  the  south.   It  fronts 
for  about  140'  along  India  Street  to  the  west  and  again  along 
McKinley  Square  to  the  east.   The  site  is  level  with  sidewalks 
surrounding  the  entire  structure  at  street  level. 

Descriptions  of  the  parcels  and  rights  comprising  the  property 
included 'in  the  sale  are  contained  in  the  following  deeds: 

1.  Deed  dated  September  13,  1837  from  Proprietors  of  Boston 
Pier  or  Long  Wharf  to  the  United  States,  recorded  in  Suffolk 
Deeds  Book  424,  Page  97. 

2.  Deed  dated  August  29,  1837  from  Central  Wharf  and  Wet  Dock 
Corporation  to  the  United  States,  recorded  in  Suffolk  Deeds 
Book  424,  Page  101. 

3.  Deed  dated  September  13,  1837,  of  both  the  above  grantors  to 
the  City  of  Boston  recorded  at  Suffolk  Deeds  Book  424,  Page 
99,  giving  the  United  States  the  right  to  construct  sidewalks 
(with  coal  holes  thereunder)  on  the  easterly  side  and 
northerly  end  of  the  Custom  House  extending  into  the  street 
not  exceeding  10'  from  the  walls  of  the  Main  Building  and  3' 
easterly  of  the  easterly  portico  thereof. 

4.  Deed  of  the  City  of  Boston,  dated  June  7,  1839,  to  the  United 
States,  recorded  in  Suffolk  Deeds  Book  445,  Page  161. 

5.  Deed  of  the  Proprietors  of  Boston  Pier  or  Long  Wharf  and 
Central  Wharf  and  Wet  Dock  Corporation  to  the  United  States 
of  America  dated  June  7,  1839,  and  recorded  in  Suffolk  Deeds 
Book  445,  Page  162,  releasing  restrictions  in  their  above 
said  deed  to  the  City  of  3oston  recorded  at  Book  424,  Page 
99. 

6.  Deed  of  the  City  of  Boston  to  the  United  States  of  America, 
dated  July  11,  1863,  and  recorded  in  Suffolk  Deeds  Book  831, 
Page  25. 


7.   Deed  of-  the  Proprietors  of  Boston  Pier  or  the  Long  Wharf  and 
Central  Wharf  and  Wet  Dock  Corporation,  dated  July  11,  1863, 
and  recorded  with  Suffolk  Deeds  Book  831,  Page  26,  releasing 
restriction  in  their  above  said  deed  recorded  at  Book  424, 
Page  99. 

Conveyance  of  the  property  will  be  subject  to  the  following: 

a.  Any  state  of  facts  that  may  be  disclosed  by  a  physical 
examination  of  the  property. 

b.  Any  state  of  facts  that  an  accurate  and  a  "equate  survey 
of  the  premises  may  disclose. 

c.  Easements,  restrictions,  encumbrances,  and  covenants  of 
record. 

d.  Preparation  of  an  Historic  Structures  Report  after  the 
date  of  conveyance,  if  one  is  required  by  the  Advisory 
Council  on  Historic  Preservation,  shall  be  the 
responsibility  of  the  Grantee,  its  successors  or  assigns. 

e.  The  Grantee  covenants  for  itself,  its  heirs,  successors, 
and  assigns  and  every  successor  in  interest  to  the 
property  hereby  conveyed,  or  any  part  thereof  that: 

1.  The  Grantee  covenants  and  agrees  that  the  existing 
exterior  architectural  and  structural  integrity  of 
the  Custom  House,  Eight  McKinley  Square,  Boston, 
Massachusetts  will  be  preserved. 

2.  The  Grantee  covenants  and  agrees  that  any  actions 
affecting  the  exterior  of  the  entire  Custom  House  and 
the  interior  of  the  first  four  floors  and  rotunda 
(original  building  1837-1847)  and  clock  will  be 
accomplished  in  such  a  manner  so  as  to  be  authentic 
historically  and  architecturally  and  that  all  plans 
or  specifications  for  any  alterations,  improvements, 
or  restoration  of  the  entire  exterior  or  interior 
areas  set  forth  above  must  be  presented  in  advance 
and  approved  by  the  Massachusetts  Historic  Commission 
or  its  delegated  local  representative,  the  Boston 
Landmarks  Commission. 

3.  The  Grantee  covenants  and  agrees  that  any 
rehabilitation  work  on  the  Custom  House  will  be 
accomplished  in  accordance  with  the  Secretary  of  the 
Interior's  Standards  for  Rehabilitating  Historic 
Buildings  and  the  Boston  Landmark  Commission's 
Specific  Standards  and  Criteria  for  the  U.S.  Custom 
House. 


4.   The  Grantee  covenants  and  agrees  that  the  above 
historic  preservation  covenants  will  run  with  the 
land . 

The  Grantee  covenants  for  itself,  its  heirs,  successors, 
and  assigns  and  every  successor  in  interest  to  the 
property  hereby  conveyed,  or  any  part  thereof,  that  the 
said  Grantee  and  such  heirs,  successors,  and  assigns 
shall  not  discriminate  upon  the  basis  of  race,  color, 
religion,  sex,  or  national  origin  in  the  use,  occupancy, 
sale,  or  lease  of  the  property,  or  in  their  employment 
practices  conducted  thereon.   This  covenant  shall  not 
apply,  however,  to  the  lease  or  rental  of  a  room  or  rooms 
within  a  family  dwelling  unit;  nor  shall  it  apply  with 
respect  to  religion  to  premises  used  primarily  for 
religious  purposes.   The  United  States  of  America  shall 
be  deemed  a  beneficiary  of  this  covenant  without  regard 
to  whether  it  remains  the  owner  of  any  land  or  interest 
therein  in  the  locality  of  the  property  hereby  conveyed 
and  shall  have  the  sole  right  to  enforce  this  covenant 
in  any  court  of  competent  jurisdiction. 

There  is  hereby  reserved  to  the  grantor,  its  successors 
and  assigns,  for  the  use  and  benefit  of  the  public,  a 
right  of  the  flight  for  the  passage  of  aircraft  in  the 
airspace  above  the  surface  of  the  premises  herein  con- 
veyed.  This  public  right  of  flight  shall  include  the 
right  to  cause  in  said  airspace  any  noise  inherent  in  the 
operation  of  any  aircraft  used  for  navigation  or  flight 
through  the  said  airspace  or  landing  at,  taking  off  from 
or  operation  on  Logan  Airport. 

The  Grantee  and  its  successors  and  assigns  and  every 
successor  in  interest  to  the  property  herein  described, 
or  any  part  thereof,  must  prohibit  any  construction  or 
alteration  on  the  property  unless  a  "Determination  of 
No-Hazard  to  Air  Navigation"  is  issued  by  FAA  in  accord- 
ance with  14  CFR  Part  77  "Object  Affecting  Navigable 
Airspace"  or  under  the  authority  of  the  Federal  Aviation 
Act  of  1958  as  amended. 

This  covenant  shall  run  with  the  land  for  a  period  of 
5  years  from  the  date  of  conveyance.  With  respect  to  the 
property  described  in  this  deed,  if  any  time  within  a  5- 
year  period  from  the  date  of  transfer  of  title  by  the 
Grantor,  the  Grantee  or  its  successors  or  assigns  shall 
sell,  lease,  or  enter  into  agreements  to  sell  or  lease 
the  property,  either  as  a  single  transaction  or  in  a 
series  of  transactions,  it  is  covenanted  and  agreed  that 
all  proceeds  received  or  to  be  received  in  excess  of  the 


Grantee's  or  a  subsequent  seller's  actual  allowable  costs 
will  be  remitted  to  the  Grantor.   In  the  event  of  a  sale 
or  lease  of  less  than  the  entire  property,  actual 
allowable  costs  will  be  apportioned  to  the  property  based 
on  a  fair  and  reasonable  determination  by  the  Grantor. 

For  purposes  of  this  covenant,  the  Grantee's  or  a 
subsequent  seller's  deductible  costs  shall  include  the 
purchase  price  of  acquiring  this  real  property,  the 
financing  costs  associated  with  the  acquisition,  and  the 
direct  costs  actually  incurred  and  paid  for  physical 
improvements  on  the  subject  property  for  the  following: 

(1)  Improvements  on  the  property  which  serve  only  that 
property,  including  road  construction,  storm  and  sanitary 
sewer  construction,  other  public  facilities  or  utility 
construction,  building  rehabilitation  and  demolition, 
landscaping,  grading  and  other  site  or  public 
.improvements;  and 

(2)  Design  and  engineering  services  with  respect  to 
the  improvements  described  in  (1)  above,  provided, 
however,  that  none  of  these  costs  will  be  deductible  if 
defrayed  by  Federal  grants  or  if  used  as  matching  funds 
to  secure  Federal  grants.   In  order  to  verify  compliance 
with  the  terms  and  conditions  of  this  covenant,  the 
Grantee,  or  its  successors  or  assigns,  shall  submit  an 
annual  report  of  each  of  the  subsequent  5  years  to  the 
Grantor  on  the  anniversary  date  of  this  deed.   Each 
report  will  identify  the  property  involved  in  the 
transaction,  indicate  the  rental  for  any  property  leased, 
the  sale  price  of  any  property  resold,  the  purchaser  and 
the  proposed  land  use,  and  enumerate  any  allowable  costs 
incurred  for  physical  improvements  on  the  property  that 
would  offset  any  profit  realized.   If  no  lease  or  resale 
has  been  made,  the  report  shall  so  state.   Failure  to 
file  timely  reports  will  extend  the  operation  of  the 
covenant  for  an  additional  1-year  period  for  each  late  or 
omitted  report.   The  Grantor  may  monitor  the  property 
involved  and  inspect  records  related  thereto  to  ensure 
compliance  with  the  terms  and  conditions  of  this  covenant 
and  may  take  any  actions  which  it  deems  reasonable  and 
prudent  to  recover  any  excess  profits  realized  through 
the  resale  or  lease  of  the  property. 


COMMONWEALTH  OF  MASSACHUSETTS) 
COUNTY  OF  SUFFOLK  )ss. 


In  Boston,  in  said  County  and  State,  on  this  f    Til     day  of 

('c  ft  />/-  /C before  me  personally  appeared  P.  DANIEL 

SMITH,  Acting  Regional  Administrator,  General  Services 
Administration,  Boston,  Massachusetts,  duly  empowered  and 
authorized  and  delegated  by  the  Administrator  of  General 
Services,  to  me  known  and  known  by  me  to  be  the  party  executing 
the  foregoing  instrument  and  acknowledged  said  instrument  by  him 
duly  executed,  to  be  the  free  act  and  deed  of  the  UNITED  STATES 
OF  AMERICA,  as  his  free  act  and  deed  individually,  and  in  his 
capacity  as  Acting  Regional  Administrator,  General  Services 
Administration,  Boston,  Massachusetts. 


/ 


1     C~/ 


Notary   Public  i       i '      , 

j&tf' Commission   Expires:  3/J  v  /  ^ 


NOTE 


AMOUNT:   NINE  MILLION  NINE  HUNDRED     LOCATION:  Custom  House 

THOUSAND  DOLLARS  McKir.ley  Square 

$9,900,000.00  Boston,  MA 

DATE: 


F  R  VALUE  RECEIVED,  the  undersigned  promises  to  pay  to  the 
GENERAL  SERVICES  ADMINISTRATION,  acting  for  and  on  behalf  of  the 
UNITED  STATES  OF  AMERICA,  hereinafter  called  "Payee",  or  order, 
at  Boston,  Massachusetts,  or  at  such  other  place  as  Payee  shall 
designate  the  principal  sum  of  NINE  MILLION  NINE  HUNDRED 
THOUSAND  ($9,900,000.00)  DOLLARS  payable  as  follows: 

On  .the  9th  day  of  January  1988,  the  sum  of  TWO  HUNDRED 
SEVENTY  TWO  THOUSAND  TWO  HUNDRED  FIFTY  DOLLARS  AND  ZERO  CENTS 
($272,250,00)  and  a  like  amount  quarter  annually  thereafter  to 
and  including  the  9th  day  of  October  1992.   On  the  9th  day  of 
January  1993,  Mortgagor  shall  pay  to  Mortgagee  the  sum  of  SIX 
HUNDRED  FIFTY  THOUSAND  ONE  HUNDRED  FIFTY  DOLLARS  AND  THIRTEEN 
CENTS  ($650,150.13)  and  a  like  amount  quarter  annually  thereafter 
to  and  including  the  9th  day  of  October  1997. 

Principal  payments  in  addition  to  the  installments  required 
by  this  Note,  or  the  entire  unpaid  principal  balance  due  hereon 
may  be  made  at  any  time  prior  to  maturity  without  premium  or 
penalty.   Such  additional  principal  payments  shall  not  defer  the 
due  date  nor  reduce  the  amount  or  amounts  of  any  installments 
herein  required  to  be  paid  and  will  be  applied  in  inverse  order 
of  maturity. 

This  Note  shall  immediately  become  due  and  payable 
without  notice  or  demand,  upon  the  appointment  of  a  receiver  or 
liquidator,  whether  voluntary  or  involuntary,  for  the  undersigned 
or  for  any  of  its  property,  or  upon  the  filing  of  a  petition  by 
or  against  the  undersigned  under  the  provisions  of  any  State 
insolvency  law  or  under  the  provisions  of  the  Bankruptcy  Act  of 
1898,  as  amended,  or  upon  the  making  by  the  undersigned  of  an 
assignment  for  the  benefit  of  its  creditors.   Payee  is  authorized 
to  declare  this  Note  immediately  due  and  payable  upon  the 
happening  of  any  of  the  following  events:   (1)  failure  to  pay  any 
installment  or  interest  within  ten  (10)  days  after  the  due  date 
thereof  (2)  the  reorganization  (other  than  a  reorganization 
pursuant  to  any  of  the  provisions  of  the  Bankruptcy  Act  of  1398, 
as  amended  or  merger  or  consolidation  of  the  undersigned  (or  the 
making  of  any  agreement  therefor)  without  the  prior  written 
consent  of  Payee;  (3)  the  undersigned's  failure  duly  to  account 


such  time 


t  imes 


This  Note  is  secured  by  a  real  estate  mortgage  dated 
October  9       19  87  on  certain  real  estate  located   n  McKinley 
Square,  City  of  Boston,  County  of  Suffolk,  Commonwealth  of 
Massachusetts . 
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U.   2.  OSTO*  HOUSE 


PAYMENT  SCHEDULE 


CONTWCT  INTEREST  RATEl 
PRINCIPAL  AMOUNTi 
CL0SIN6  DflTti 


11.00* 
♦9.SO0.000 
9  XTOBER,   1987 


PAYMENT  DATE       QTR 


PAYMENT 


9  JANUARY 

9  APRIL, 

9  JULY. 

9  XTOBER 

9  JANUARY 
9  APRIL, 
9  JULY. 
9  OCTOBER 

9  JANUARY 
9  APRIL, 
9  JULY. 
9  OCTOBER, 

9  JANUARY, 
9  APRIL, 
9  JULY. 
9  OCTOBER, 

9  JANUARY 
9  APRIL, 
9  JULY. 
9  XTOBER 

9  JANUARY 
9  APRIL, 
9  JULY. 
9  XTOBER 

9  JANUARY 
9  APRIL, 
9  JULY. 
9  XTOBER 

9  JANUARY 
9  APRIL, 
9  JULY, 
9  XTOBER, 

9  JANUARY 
9  APRIL, 
9  JULY. 
9  XTOBER, 

9  JANUARY 
9  APRIL, 
9  JULY. 
9  XTOBER 


1988 
1988 
1988 
1988 

1989 
1989 
1989 
1989 

1990 
1990 
1990 
1990 

1991 
1991 
1991 
1991 

1992 
1992 
1992 
1992 

1993 
1993 
1993 
1993 

1994 
1994 
1994 
1994 

1995 
1995 
1995 
1995 

1996 
19% 
19% 
19% 

1997 
1997 
1997 
1997 


$272 
$272 
$272 
$272 


$272 
$272 

3  $272 

4  $272 


1  $272 

2  $272 

3  $272 

4  $272. 


1  $272 

2  $272 

3  $272 

4  $272 


1  $272 

2  $272 

3  $272 

4  $272 

1  $650 

2  $650 

3  $650 

4  $650 


1  $650 

2  $650 

3  $650 
<t  $650 


1  $650 

2  $650 

3  $650, 

4  $650, 

1  $650 

2  $650 

3  $650 

4  $650 


$650 
$650 
$650 
$650 


250.00 
250.00 
250.00 
250.00 

250.00 
250.00 
250.00 
250.00 

250.00 
250.00 
250.00 
250.00 

250.00 
250.00 
250.00 
250.00 

250.00 
250.00 
250.00 
250.00 

150.13 
150.13 
150.13 
150. 13 

150.13 
150.13 
150.13 
150.13 

150.13 
150.13 
150.13 
150. 13 

150. 13 
150.13 
150.13 
150.13 

150.13 
150.13 
150.13 
150. 13 
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$18,448,002.66 


INTEREST 

$272,250.00 
$272,250.00 
$272,250.00 
$272,250.00 

$272,250.00 
$272,250.00 
$272,250.00 
$272,250.00 

$272,250.00 
$272,250.00 
$272,250.00 
$272,250.00 

$272,250.00 
$272,250.00 
$272,250.00 
$272,250.00 

$272,250.00 
$272,250.00 
$272,250.00 
$272,250.00 

$272,250.00 
$261,857.75 
$251,179.71 
$240,208.02 

$228,934.61 
$217,351.18 
$205,449.21 
$193,219.94 

$180,654.36 
$167,743.22 
$154,477.03 
$140,846.02 

$126,840.16 

$112,449.14 

$97,662.36 

$82,468.94 

$66,857.71 
$50,817.17 
$34,335.51 
$17,400.61 

=s:ssBaasssca 

$8,548,002.66 


PRINCIPAL 

$0.00 
$0.00 
$0.00 
$0.00 

$0.00 
$0.00 
$0.00 
$0.00 

$0.00 
$0.00 
$0.00 
$0.00 

$0.00 
$0.00 

$0.00 
$0.00 

$0.00 
$0.00 
$0.00 
$0.00 

$377,900.13 
$388,292.39 
$398,970.43 
$409,942.11 

$421,215.52 
$432,798.95 
$444,700.92 
$456,930.20 

$469, 495. 7B 
$482,406.91 
$495,673.10 
$509,304.11 

$523,309.97 
$537,701.00 
$552,487.77 
$567,681.19 

$583,292.42 
$599,332.% 
$615,814.62 
$632,749.52 

$9,900,000.00 


END  BALANCE 

$9,900,000.00 
$9,900,000.00 
$9,900,000.00 
$9,900,000.00 

$9,900,000.00 
$9,900,000.00 
$9,900,000.00 
$9,900,000.00 

$9,900,000.00 
$9,900,000.00 
$9,900,000.00 
$9,900,000.00 

$9,900,000.00 
$9,900,000.00 
$9,900,000.00 
$9,900,000,00 

$9,900,000.00 
$9,900,000.00 
$9,900,000.00 
$9,900,000.00 

$9,522,099.87 
$9,133,807.48 
$8,734,837.05 
$8,324,894.94 

$7,903,679.42 
$7,470,880.47 
$7,026,179.55 
$6,569,249.35 

$6,099,753.58 
$5,617,346.67 
$5,121,673.57 
$4,612,369.46 

$4,089,059.48 
$3,551,358.49 
$2, 9%,  870. 71 
$2,431,189.52 

$1,847,897.10 

$1,248,564.14 

$632,749.52 

$.00 
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REDEVELOPMENT 

AUTHORITY 

Raymor>d  L.  Flynn 
Mqpr 

Stephen  Coyle 

Orcuy 

One  Cm  HaD  Square 
Boston  MA  02201 
(617)  722-4300 


August  11,  1988 

Mr.  Robert  D.  Bush 
Executive  Director 
Advisory  Council  on  Historic 

Preservation 
1100  Pennsylvania  Avenue 
Washington,  D.C.   20004 

Dear  Mr.  Bush: 

On  June  9,  1988,  the  Boston  Redevelopment  Authority  (BRA) 
tentatively  designated  Custom  House  Tower  Associates  as 
redeveloper  of  the  Custom  House.   One  of  the  first  steps  which 
must  be  accomplished  in  order  for  the  redevelopment  process  to 
proceed  is  the  preparation  of  an  Historic  Structures  Report  in 
accordance  with  paragraph  d  of  the  deed  from  the  General 
Services  Administration.   This  Report  will  guide  the  redeveloper 
in  the  rehabilitation  of  the  building. 

We  have  reviewed  the  draft  Memorandum  of  Understanding  attached 
to  Mr.  John  Fowler's  letter  of  June  14.   With  your  concurrence, 
we  propose  to  carry  out  the  deed  covenants  in  the  manner  outlined 
in  this  letter. 

The  BRA  will  cause  to  be  produced  a  Historic  Structures  Report 
which  will  contain,  at  a  minimum,  the  contents  outlined  by  you  in 
section  1(B)  of  the  draft  Memorandum  of  Understanding.   The  scope 
of  work  for  the  Report,  as  well  as  the  Report  itself  in  both 
draft  and  final  forms,  will  be  submitted  to  the  Boston  Landmarks 
Commission  (BLC) ,  the  Massachusetts  Historical  Commission  (MHC) , 
and  the  Advisory  Council  on  Historic  Preservation  (ACHP)  for 
review  and  comment.   The  BRA  will  take  into  account  the  comments 
of  these  agencies  in  determining  the  Report's  adequacy.   Once 
accepted,  the  Report  will  be  used  as  a  guide  for  the  appropriate 
reuse  and  treatment  of  the  building  by  both  the  BRA  and  the 
redeveloper. 

All  work  on  the  building  shall  be  completed  in  accordance  with 
the  Secretary  of  the  Interior's  "Standards  for  Rehabilitation  and 
Guidelines  for  Rehabilitating  Historic  Buildings"  and  the 
Standards  and  Criteria  set  forth  by  the  BLC  in  the  BRA's  Request 
for  Proposals.   In  the  event  of  a  conflict  between  these  two 
standards,  the  Secretary  of  the  Interior's  "Standards,"  or 
sore  restrictive,  will  govern. 
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Plans  and  specifications  for  any  work  on  the  building's  exterior 
or  interior  spaces  will  be  submitted  to  the  MHC  for  review  and 
approval  in  accordance  with  the  guidelines  established  in  the 
Historic  Structures  Report.   The  BRA  and  the  redeveloper  will 
involve  the  MHC  to  the  maximum  extent  feasible  in  the  earlier 
conceptual  and  planning  stages  of  the  project  as  well.   Finally, 
the  BRA  will  ensure  that  the  historic  preservation  covenants 
placed  on  the  property  shall  remain  in  effect,  even  in  the  event 
of  a  transfer  of  ownership. 

We  feel  that  taking  the  steps  outlined  above  will  ensure  that  the 
Custom  House's  architectural  and  historic  integrity  are 
protected,  and  that  the  BRA's  responsibilities  as  stipulated  in 
the  deed  covenants  are  fully  carried  out.   Your  signature  on  this 
letter  indicates  your  concurrence  with  these  steps. 


Sincerely 


ruflith  B.  McDonough 
Executive  Director 
Boston  Landmarks  Commission 


Fcrwv-a.   oi/ 
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alerie  A.  Talmage 
Executive  Director 
Massachusetts  Historical  Commission 
State  Historic  Preservation  Officer 


Robert  D.  Bush 

Executive  Director 

Advisory  Council  on  Historic  Preservation 


Advisory 
'Council  On 
Historic 
Preservation 

The  Old  Post  Office  Building 

1100  Pennsylvania  Avenue.  NW.  #809 

Washington.  DC  20004 


MEMORANDUM  OF  AGREEMENT 

WHEREAS,  the  General  Services  Administration  (GSA)  has 
determined  that  disposition  of  the  United  States  Custom  House, 
Boston,  Massachusetts,  will  have  an  effect  upon  this  property, 
considered  eligible  for  inclusion  in  the  National  Register  of 
Historic  Places,  and  has  consulted  with  the  Massachusetts  State 
Historic  Preservation  Officer  ( SHP0 )  and  the  Advisory  Council  on 
Historic  Preservation  (Council)  pursuant  to  the  regulations  (36 
CFR  Part  800)  implementing  Section  106  of  the  National  Historic 
Preservation  Act  (16  U.S.C.  §  470f),  and 

WHEREAS,  GSA  conveyed  the  Custom  House  to  the  Boston 
Redevelopment  Authority,  a  part  of  the  city  government  of  Boston, 
on  October  9,  1987,  and  the  covenants  contained  in  that  deed 
delegated  responsibilities  to  the  Massachusetts  SHPO  and  the 
Boston  Landmarks  Commission  and  the  Council  to  ensure  that  the 
Custom  House  is  treated  in  an  historically  sensitive  manner; 

NOW,  THEREFORE,  GSA,  the  Massachusetts  SHPO,  and  the  Council 
agree  that  the  covenants  in  the  deed  shall  be  implemented  in 
accordance  with  the  following  stipulation  in  order  to  take  into 
account  the  effect  of  the  undertaking  on  historic  properties. 

Stipulation 

GSA  will  ensure  that  Covenants  d.  and  e.  in  the  deed  for  the 
Custom  House  dated  October  9,  1987,  shall  be  administered  in 
accordance  with  the  Letter  of  Understanding  between  the  Council, 
the  Boston  Redevelopment  Authority,  the  Boston  Landmarks 
Commission,  and  the  Massachusetts  SHPO  dated  August  11,  1988 
(Attached) . 


execution  of  this  Memorandum  of  Agreement  evidences  that  GSA  has 
met  its  Section  106  responsibilities  for  the  conveyance  of  the 
United  States  Custom  House,  Boston. 


ADVISORY  COUNCIL  ON  HISTORIC  PRESERVATION: 
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Executive   Director 


Date:        /o//*-/fP 


GENERAL    SERVICES    ADMINISTRATION: 

Tifl'e:    Director,    Art^ahd  Historic 
Preservation,    GSA,   HPO 


Date:    l&fe£/ft_ 


MASSACHUSETTS  STATE  HISTORIC  PRESERVATION  OFFICER: 

wJ-AaJ  A"T7vJ2avwa^«^  Date:  \\  Mg 


By:     VCA.HIAJ     f^       I  fsJlAMsmr^ 

State  Historic   Preservation  Orricer 


Boston 

Landmarks 

Commission 

City  of  Boston 
The  Environment 
Department 

Boston  Cuv  Hall/ Room  805 
Boston,  Massachusetts  02201 
617/725-3850 


September  25,  1^91 

George  McGoldriek 

Seal  CH  Limited  Partnership 

e/o  The  Beai  Companies 

177  Milk  Street 

Boston,  MA  02109 

NOTICE  OF  DECISION 
Application  in 08. 9 1-1  (92.34; 
Custom  House 


BOSTON  LANDMARK:   CUSTOM  HOUSE 


CONCEPTUAL  DESIGN  APPROVAL 


;ear 


IcGoidr  ick : 


Over  the  pasc  year,  the  Boston  Landmarks  Commission  has  conducted 
several  site  visits,  advisory  reviews,  and  public  hearings  regarding 
:he  redevelopment  of  the  Custom  House  and  the  Board  of  Trade 
Building.   The  Commission  has  looked  at  a  number  of  schemes,  each  of 
which  call  for  a  three-story  rooftop  addition  and  mechanical 
uenthouses  on  top  of  the  Board  of  Trade  Building.   The  schemes  that 
have  been  considered  are: 

1)  An  addition  to  the  Custom  House  in  the  form  of  a  raised 
plaza,  which  would  entail  closing  India  Street; 

2)  A  new  structure  on  India  Street  between  the  two  buildings, 
with  bridges  to  both,  which  would  narrow  but  not  close 
India  Street; 

3)  A  below-grade  connector  from  the  Custom  House  to  the  Board 
of  Trade  Building. 

4)  An  addition  to  the  Board  of  Trade  Building,  with  a  bridge 
creating  a  link  to  the  Custom  House,  which  would  also 
narrow  but  not  close  India  Street. 


After  reviewing  all  of  the  above  schemes,  the  Commission  has  come  to 
the  following  conclusions: 

1)  While  the  plaza  scheme  does  have  advantages,  it  is  not 
feasible  given  that  the  Transportation  Department  is 
requiring  that  India  Street  remain  open. 

2)  The  space  between  the  Custom  House  and  the  Board  of  Trade 
Building  is  not  large  enough  to  accommodate  a  new 
building.  The  Commission  also  determined  that  this 
approach  made  too  bold  an  architectural  statement. 

3)  In  consultation  with  an  independent  structural  engineer, 
the  Commission  concurs  with  the  developer's  assessment  that 
a  below-grade  link  would  pose  extensive  structural  and 
engineering  problems. 

4)  An  above-ground  connector  is  possible,  provided  that  it 
creates  minimal  physical  and  visual  intrusion  on  the 
existing  structures. 

The  Boston  Redevelopment  Authority  (BRA),  the  Massachusetts 
Historical  Commission  (MHC),  the  Advisory  Council  on  Historic 
Preservation  (ACHP),  and  the  Boston  Landmarks  Commission  (BLC), 
entered  into  several  agreements  in  order  to  provide  adequate 
protection  for  the  preservation  of  the  Custom  House.   It  is  the 
understanding  of  the  BLC  that  the  proposal  before  the  Commission 
will  require  the  amendment  of  the  Memorandum  of  Agreement  (MOA) 
executed  in  ^988  by  the  ACHP,  the  Massachusetts  Historic 
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Preservation  Officer  (Sllru),  and  the  General  Services  Administration 

(GSA),  and  also  the  amendment  of  the  Letter  Agreement,  referenced  in  the 

MOA  and.  dated  August  11,  1  y88 ,  which  was  executed  by  the  SHPO,  the  BLC, 
the  ACHP,  and  the  BRA. 

The  Boston  Landmarks  Commission,  at  its  24  September  1991  meeting,  voted 
to  grant  Conceptual  Design  Approval  for  the  three  main  components  of  the 
proposed  redevelopment  of  the  Custom  House  and  the  Board  of  Trade 
Building,  Application  //1u8.91-1.   In  granting  this  Conceptual  Design 
Approval,  the  Commission  recognized  that  preservation  of  the  Custom 
House  depends  on  productive  use  of  the  building  and  that  the  subject 
proposal  represents  the  only  option  identified  at  this  time  which 
provides  for  juch  productive  use.   In  light  of  the  above,  the  Commission 
granted  Conceptual  Design  Approval,  despite  the  fact  that  proposed 
alterations  represent  a  compromise  of  the  preservation  objectives  of  the 
Standards  and  Criteria,   fur-  this  reason  the  Conceptual  Design  Approval 
is  conditioned  on  the  joint  use  of  the  Custom  House  and  the  Board  of 
Trade  Building.   Should  the  proposed  combined  use  of  'the  two  buildings 
as  a  note]  be  terminated,  this  Conceptual  Design  Approval  will  expire 
upon  the  termination  of  said  joint  use.  The  Conceptual  Design  Approval 
was  granted  Cor   the  following: 

1  )  A  three-story  addition  and  mechanical  penthouses  on  top  of  the 
Board  of  Trade  LiuMdlng. 

2)  A  two  story  addition  affixed  to  the  eastern  elevation  of  the 
Bodi  .i  of  Trade  Building. 

3)  A  second-story  bridge  connector  over  India  Street,  between  the 
proposed  addition  to  the  Board  of  Trade  Building  and  the 
western  elevation  of  the  Custom  House. 

The  Commission  granted  this  approval  with  provisos.  To  satisfy  these 
provisos  the  proponents  must  return  to  the  Commission  and  present  each 
item  for  final  review  and  approval,  under  its  continuing  design  review 
of  this  pro  iect. 

1)  The  two-story  addition  to  the  eastern  elevation  of  the  Board  of 
Trade  Building  ahd: 1  allow  unobstructed  views  of  the  2-story 
arcned  entryway.   (The  Commission  preferred  the  scheme  with  a 
central  atrium  in  'font  of  the  entryway,  limiting  floors  of  the 
addition  to  outer  "wings."-  The  transparency  of  glass  would 
permit  views  through  to  the  original  buildings,  would  improve 
pedestrian  orientation,  and  give  some  life  to  the  street.) 

2)  The  addition  must  be  simple  in  form  and  use  £iass  as  a  primary 
material . 

3)  The  addition  must  t.e  set  back  from  State  Street,  so  that  only 
the  original  buildings  can  be  read  on  the  streetscape. 

4)  The  bridge  connect.,!-  to  western  elevation  of  the  Custom  House 
wiii  oe  determined  by  the  Commission  and  will  be  located  at  one 
of  u.ree  places:  into  the  center  entrance  of  the  portico,  or 
into  the  first  window  opening  to  the  left  or  right  of  the 
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5)  The  stairs  on  the  c.-ast  side  of  the  Custom  House  (facing 
MoKmJey  Square)  \j>.-.    reconstructed  to  match  the  original. 

6)  The  windows  in  the  '847  portion  of  the  Custom  House  shall  be 
constructed  o1'  ,nx".! . 


7)  The  -standards  . 
adhered  to  in  .. 
highest  stand.-i! 


tij  riteria  for-  the  Custom  House  sha '  1  be 

work.   (The  Commission  will  require  the 
Is  nf  'j-'eservat ion  equal  to  that  being  observed 
in  trie  restoration  of  Faneuil  Hall.) 


8)  The  approval  01  in...  second  floor  connector  is  limited  to  the 
proposed  use  0!  u.<  Custom  House  and  Board  of  Trade  Building  in 
CGtiitj mation  as  a  hotel.   Any  changes  in  use  will  require  review 
and  approval  by  the  Boston  Landmarks  Commission. 

9)  The  Commission  will  conduct  final  design  review  and  approval  of 
ai:  designated  portions  of  the  Custom  '-"ouse'and  the  exterior  of 
the  Board  of  I'rade  Building,  including  but  not  limited  to:  site 
deve'ooment  for  the  Custom  House  and  the  Board  of  Trade 
BuiJding;  protection  of  archaeological  resources  under  India 
Street;  and  restoration  plans,  as  soon  as  they  are  developed, 
for-  the  interior  or'  the  Custom  House. 


'O.i 


If  tie  existing  boston  Redevelopment  Authority  developer 
designation  is  altered  or  revoked,  the  Boston  Landmarks 
Commission's  Conceptual  Design  Approval  will  be  rescinded. 

This  determi11.1L ion  is  based  solely  on  documentation  submitted. 
Statutory  reviews  by  other-  authorities  in  conflict  with  this  decision 
rr  y  affect  the  status  of  chis  certificate.   The  applicant  is  responsible 
for  notifying  the  'commission  of  any  changes  to  this  proposal,  and 
failure  to  do  so  will  invalidate  this  certificate. 


Sincerely , 


Michael  A.  Cannizzo 
Staff  Architect 


cc:    Alan  Schwartz   BRA     Jung/Brennen ,  Inc.     CBT 

RECORD  OF  COMMISSION  VOTE:   Application  108.91-1 
MOTION  BY  Lee  SECOND  BY  Pisani 
AFFIRMATIVE:  Pisani,  Schwartz,  Alexander,  LeBlanc,  Lee,  Quatrale,  Ryan, 
Keifer.   NEGATIVE:   Brooker 
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Confidential 

October  22,  1991 


Mr  Earl  Jones,  Commissioner 

SPRS 

General  Services  Administration 

Room  5421 

18th  and  F  Streets 

Washington  D.C.  20405 

Dear  Mr.  Jones: 

Enclosed  you  will  find  a  proposal  to  restructure  the  terms  of  the  sale  of  the  U.S.  Custom  House 
from  the  General  Services  Administration  ("GSA")  to  the  Boston  Redevelopment  Authority 
("BRA").  Restructuring  the  sale  in  accordance  with  the  terms  set  forth  in  the  proposal  will  result 
in  a  speedy  and  sensitive  rehabilitation  of  this  important  Boston  landmark,  and  the  GSA's 
realization  of  substantial  value  at  a  time  of  declining  real  estate  prices. 

Specifically,  we  propose  that  the  GSA  receive  from  the  developer  $1,500,000  at  closing  and  bring 
all  interest  payments  current  to  September  30, 1991  at  closing.  In  addition  to  the  downpayment 
and  interest  payments  already  made,  the  GSA  would  recognize  a  total  of  $6,683,750  from  the 
disposition  of  the  property.  Including  interest  on  payments  made  to  date,  the  GSA  would 
recognize  more  than  $7,000,000. 

To  make  the  current  redevelopment  plan  work,  forbearance  on  the  GSA  note  is  needed  through 
March  31,  1992.  If  this  is  not  acceptable,  an  alternative  plan  must  be  developed.  We  remain 
willing  to  work  with  you  to  fashion  a  plan  that  satisfies  out  mutual  objectives. 

This  proposal  represents  an  equitable  and  realistic  way  to  achieve  our  mutual  objectives  in  the 
sale.   We  look  forward  to  hearing  from  you. 


Sincerely, 


Stephen  Coy 


(=> 


U.S.  Custom  Housp  Tower  Proposal 
Executive  Summary 

outstanding  .sues  between  the  Boston  Redevelopment  Authority  (B^nd  the  GSA  § 

The  specifics  of  the  proposal  are  as  follows: 

•        >  Payment  by  the  developer  of  $1.5  million  to  the  GSA  at  closing; 
Forbearance  on  the  GSA  note  until  March  31,  1992;  and 

'     SE^vZSS^ note  brought  Mn« t0  September  30'  ^  « 

r^Se^^^^ I  ^h  Pald  t0  the  GSA-  Under  the  Pr°P°sed  te™' the  GSA  would 

woufd  exceed  $7  MM   in  ^      ^rtl  °n  paymentS  made  to  date'  the  total  *>  *e  GSA 
aT$62S  nnn  7nH  ,k     T'  ?  addlt,on' the  GSA  wou^  avoid  an  asbestos  clean-up  cost  estimated 
A  ~        .'         I  G  C°StS  °f  mainta™g<  carrying,  and  rebidding  the  building  over  severe  Wear, 
Agreement  on  this  proposal  will  settle  the  outstanding  BRA/GSA  issu^ing0verseveral -vears- 

Furthermore,  the  experience  of  the  Resolution  Trust  Corporation,  the  Federal  Deposit  In™™™ 
Corpora  hon,  and  numerous  lenders  across  the  nation  indicates  th  t  ou  ers^rea   Sate  a 

a  rwSsmo'n  W  ES?  Sell6r  ^r5  °n  f3V0rab,e  te^-   ^-e-mpTes  stowtnl 
prop^a^  Y  may  CUnenfly  ^  °nl'V  a  fractl0n  of  the  amount  Provided  in  this 

BRaT*?  markf*f°nditions  »«ve  compelled  the  submission  of  this  proposal.  For  four  years  the 
BR^'s   1P  f1  ?J00dJaith  ta  *"*"*  the  development  of  J  property    m  \Z    h    /I/ 

of^he  GSA^ote  *  *  "*'  °f  *  ^^  °f  "»  ^elopment  a'nd'a  short-term  pa^  j 

mtkei  £?£2  t0  ^  eX,peCtati°nS  °f  the  parti6S  at  the  tU™  of  the  ^  ^  changed  real  estate 
Zo    i  SJt  rol  nr^6  ^"^  rPr3CtiCaI  Under  the  Parties'  P"0r  assumption8    The  marke 
he Punt,  /  °fprOCeedmg  Wv,thuthe  Pro^t  ™der  the  note  as  currently  structured  has  vitiated 

i~   o    and  fh.,  W^Ch  the  GSA  and  the  BRA  Proceeded/  The  parties  originally 

QuicWvInd  ^ nn   o 17*  J    "  "*  ^^  °"' [he  reSt0ration  of  the  landmark  proceeding 
quickly  and  at  no  cost  to  either  government.  In  this  way,  windfall  profits  for  private  developers 


quickly  and  at  no  cost  to  either  government.  In  this  way,  windfall  profits  for  private  developers 
could  be  avoided. 

Market  resistance  to  proposals  for  redevelopment  of  the  building  has  been  high,  in  light  of 
the  serious  economic  climate  facing  New  England  and  the  United  States.    After  four  years  in 
a  declining  real  estate  market,  which  some  observers  believe  is  the  worst  since  the  1930s,  the 
project  is  close  to  getting  underway. 

StiU,  economic  conditions  are  the  worst  they  have  been  in  decades: 

•  Unemployment  in  the  construction  trades  is  at  an  all-time  high,  approaching 

35%; 

•  Nineteen  banks  in  Massachusetts  have  failed  in  the  last  eighteen  months, 
including  Bank  of  New  England,  the  region's  second  largest; 

•  Foreclosures  are  at  levels  unknown  since  World  War  II;  and 

•  •  The  value  of  commercial  real  estate  in  New  England  has  dropped  sharply 

since  1987. 

Steering  the  Custom  House  redevelopment  to  a  successful  conclusion  has  been  difficult  in  ■ 
these  conditions.  Today,  with  a  resolution  of  the  financing  issues  outlined  in  this  proposal, 
we  can  get  the  project  underway  immediately. 

The  Custom  House  project  can  be  emblematic  of  Boston's  recovery  from  the  current 
recession.   Among  the  benefits  to  the  taxpayers  are  the  following: 

•  The  building  will  be  put  back  into  active,  tax-producing  use,  with  people  back 
to  work  on  the  site  by  the  first  quarter  of  1992; 

•  The  preservation  and  restoration  of  one  of  Boston's  most  prominent  historic 
landmark  will  be  assured;  and 

•  Public  access  to  the  Custom  House  Tower  will  be  restored. 

The  concern  in  1987  that  private  developers  might  recognize  a  windfall  profit  from  the  sale  of 
the  building  no  longer  exists,  given  the  drop  in  real  estate  values  in  New  England.   At  the 
same  time,  this  proposal  offers  the  GSA  a  way  to  complete  its  mission  of  disposing  of  the 
building,  while  providing  for  the  federal  government  to  recognize  more  than  $6.6  million  in 
the  face  of  a  difficult  real  estate  market. 

Providing  the  Best  Outcome  for  the  GSA 

The  GSA's  goals  of  rehabilitating  the  Custom  House  and  gaining  the  greatest  net  return  on 
its  sale  will  be  accomplished  under  this  plan.  On  the  other  hand,  if  the  building  reverts  to  the 
GSA,  and  an  additional  two  year  disposition  process  is  assumed,  the  GSA  can  expect  to  lose: 
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•  The  lost  income  from  foregoing  approximately  $2.0  million  today,  which  at  an 
interest  rate  of  7.8%  would  be  approximately  $325,000; 

•  Annual  canylng  costs  for  maintenance  and  operating  expenses  o(  insurance, 
heat,  utilities,  and  security  of  $600,000,  totaling  $1,200,000; 

•  Asbestos  removal  and  clean-up  costs  estimated  at  $625,000;  and 

•  The  cost  of  rebidding  the  building,  which  may  exceed  $50,000. 

These  costs  alone  total  $2,200,000,  and  may  be  higher  if  the  GSA  is  required  to  prepare  an 
Historic  Structure  Report.  Neither  the  GSA  nor  the  BRA  anticipated  the  asbestos  removal 
and  carrying  costs  totaling  $1,825,000,  yet  these  costs  must  be  deducted  from  the  ultimate 
sales  price.  Given  the  current  market  value  of  the  Custom  House,  the  deduction  of  these 
costs  from  the  ultimate  sales  price  of  the  building  would  Likely  reduce  the  net  to  the  GSA 
substantially  below  the  $2.0  million  now  being  offered. 

The  Proposed  Debt  Restructuring 

The  GSA's  original  conveyance  of  the  Custom  House  Tower  to  the  BRA  had  these  essential 
terms: 

•  $1.1  million  paid  at  closing  on  October  9,  1987;  and 

•  The  granting  of  a  $9.9  million  note  ("Note")  to  GSA  payable  as  follows: 

o  Interest-only  payments  of  $272,250  made  quarterly  through  October 

1992; 

o  Principal  and  interest  payable  thereafter  such  that  the  Note  will  be 

completely  amortized  by  October  1997. 

To  enable  the  Custom  House  Tower  project  to  move  ahead  we  propose  the  following 
restructuring: 

•  First,  provide  for  payment  obligations  under  the  GSA  note  to  be  brought 
current  as  of  September  30,  1991  at  closing;  and 

•  Second,  pay  the  GSA  $1.5  million  at  closing;  and 

•  Third,  allow  forbearance  on  the  GSA  note  until  March  31,  1992. 

Conclusion 

Language  which  accomplishes  the  necessary  restructuring  of  the  obligation  to  the  GSA  has 
been  prepared.   Appropriate  staff  are  available  to  discuss  and  to  draft  documents  necessary 
to  resolve  these  issues. 


The  Project  History  To  Date 


In  1987,  the  BRA  took  possession  of  the  Custom  House  from  the  CSA    All  nar«~  a 
rapid  resale  for  office'use.  The  following  spring  the  BRA  dL  ImSa- ^t  P  ?PeCted  a 

Company  as  redeveloper.   Negotiations  Luedfor  over  a  tar^  a^   tt  JnTT     ^ 
workable  financial  suture  for  the  prefect  which  £&£  Z^^^Zy 

a^tote^s  S se^ir  ^Z^^^T?  *  «« 
anchor  tenant  to  be  an  equity  participant  on  the  ventre    ThJ  S  lir       T  loCated™ 

The  BRA  then  held  discussions  with  two  other  develoDmpnt  tMmc  ^uir.u 

in  undertaking  ,h.  project.  One  of  these  teams  con S  £ X?tSSS  Co^t"5' 

•  national  real  estate  company  with  assets  of  over  $6  billion,  and I  Hamlen  cXr7  ' 

reflecuthe  contmued  low  level  of  interest  in  the  Custom  House  by  the  developmem  and 

ZT^clTTT   AU  °lthe  V13ble  pr°P0Sal5  Called  for  «*«  fcSSSS  a lor 
part  of  the  CSA  obligation,  or  the  payment  of  the  CSA  obligation  with  aLbordmat^ [note. 

0(  the  si*  proposals,  the  BRA  selected  the  Beal  Companies  in  June  1990    The  Beal 

ex^enTe5  The  hlf  ?*?  Bf™  d*^P™«  firm  with  substantial  historic  renovat.on 
experience.   The  hotel  operator,  Inter-Continental  Hotels  Croup,  is  an  international  operator 

ftn°      Pr°JTtieS-   5mCe  thC  time  °f  the  desi§n^'on,  the  BRA  has  worked  w^  h  fhe  Beat 
n^T^?  3  W0:^ble  and  ^^ble  structure  for  the  transaction    though  the 
market  for  this  type  of  hotel  is  healthy,  the  team's  ability  to  secure  the  necessary^  deb 

afa  co?  a^eTmml  "^  COmmitments  hinges  upon  the  ability  to  S 2e  the  pro.ect 

Pa*  of  he  cot  2£    6  n6CeSSary  debt/°Verage  ratl0S  and  retum'rates  to  E.  achievS  ' 
l  art  of  the  cost  cutting  measures  required  involves  the  restructuring  of  the  CSA  note. 

The  Changes  in  Assumptions  Underlying  the  Custom  Hnu.P  Redevelopment 

The  difficulty  in  restoring  the  Custom  House  stems  from  the  assumptions  underlying  the 

2^         ?  of  assumptions  regarding  the  real  estate  market  in  New  England, 
and  regarding  the  building  itself,  which  have  changed: 

The  building  was  originally  projected  for  reuse  as  an  office  building,  with  rents 
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of  $50  per  square  foot.   Since  1987,  the  office  market  in  Boston  has  experienced 
a  sharp  downturn.  Effective  office  rents  in  1990  were  $26  per  square  foot, 
compared  to  $40  per  square  foot  in  1987.   It  is  not  anticipated  that  rents  of  $50 
per  square  foot  will  be  reached  in  this  decade.   These  facts  became  evident  in 
the  fall  of  1989,  leading  to  the  rebidding  of  the  building. 

•  The  building  cannot  feasibly  be  redeveloped  as  office  space.   Analysis  shows 
that  as  an  office  building,  the  project  would  lose  more  then  $1  million  per  year. 
At  such  a  rate  of  return,  it  is  impossible  to  attract  the  amount  of  equity 
investment  required  to  make  such  a  project  work. 

•  The  parties'original  assumption  that  the  building  would  be  resold  within  a 
year  of  acquisition  was  invalid.  The  market  impossibility  of  rehabilitating  the 
Custom  House  as  an  office  building  was  proven  again  in  the  second  bidding 
process.   Only  one  proposal  for  reuse  as  an  office  building  was  submitted. 
Five  out  of  six  bidders  submitted  proposals  for  reuse  of  the  building  as  a  hotel. 

•  Upon  review  of  the  new  proposals,  it  became  evident  that  the  building  could 

■  not  work  as  a  hotel  on  a  stand-alone  basis.   By  itself,  the  Custom  House  would 
include  only  about  100  rooms,  with  limited  facilities.   The  project  needs  a 
critical  mass  of  space  to  support  staff  and  facilities  necessary  for  a  leading 
hotel.   The  Custom  House  requires  this  level  of  quality  to  command  the  $230. 
per  night  room  rate   necessary  to  attract  a  superior  operator,  a  room  rental  rate 
which  provides  the  requisite  cash  flow  to  cover  the  expense  of  developing  the 
project. 

•  The  space  problem  is  illustrated  by  the  amount  of  net  rentable  square  feet  in 
the  building.   For  a  typical  building,  a  reasonable  deduction  for  common  areas 
and  other  areas  to  arrive  at  net  rentable  square  feet  would  be  15  percent.    It 
was  not  anticipated  that,  in  fact,  fully  40  percent  of  the  gross  floor  area  of  the 
Custom  House  must  be  excluded  from  net  rentable  square  feet  due  to  the 
particular  design  of  the  building  -  including  small  floorplates  and  areas  that 
must  be  preserved  to  protect  the  historic  integrity  of  the  building. 

•  In  addition,  the  project  has  incurred  cleanup  and  asbestos  removal  costs  which 
were  not  contemplated  in  the  original  sale.   Asbestos  removal  costs  are 
estimated  to  be  $625,000,  and  the  demolition  and  cleanup  required  prior  to 
conveyance  to  a  private  developer  has  cost  $350,000.  The  original  sale  price 
does  not  reflect  these  additional  costs. 

The  Beal  Companies  are  able  to  overcome  these  problems,  as  they  are  developers  of  131  State 
Street  (the  Board  of  Trade  Building)  across  the  street  from  the  Custom  House.  Together  with 
Inter-Continental  Hotels  Group,  and  with  substantial  financial  backing  the  Beal  Companies 
have  proposed  to  combine  the  Custom  House  with  the  Board  of  Trade  Building  to  create  a 
340-room  hotel. 


Summary  of  the  Beal/Tnter-Conrinental  Hotel  Proposal 

Given  the  history  of  the  development  site  and  the  character  of  the  market,  the  Beal/lnter- 
Continental  proposal  presents  an  excellent  opportunity  to  restore  the  Custom  House  for  a 
viable  commercial  use. 

If  successful,  the  Custom  House  Tower  project  will  be  the  most  prominent  and  visible 
historic  rehabilitation  in  downtown  Boston.    It  is  well-located,  adjacent  to  the  Financial 
District  and  the  Faneuil  Hall  Marketplace,  enabling  it  to  serve  both  business  visitors  and 
tourists. 

The  current  drawbacks  of  the  building  are  eliminated  by  combining  the  Custom  House 
Tower  with  the  Board  of  Trade  Building  located  across  the  street.  The  two-building  project, 
linked  by  a  connector  structure,  has  a  number  of  advantages: 

•  It  allows  the  high  cost  of  renovating  and  operating  the  Custom  House  Tower 
to  be  spread  across  a  larger  number  of  rooms  (340  as  compared  to  104); 

•  (  It  provides  appropriate  space  in  the  Board  of  Trade  Building  for  support 

operations  necessary  for  a  successful  hotel;  and 

•  It  permits  an  overall  hotel  size  more  appropriate  for  marketing  to  a  wider 
clientele,  such  as  tours  and  meetings. 

A  fact  sheet  summarizing  the  proposal  is  attached.   To  further  illustrate  the  strength  of  the 
current  proposal,  we  have  attached  commitment  letters  from  the  developers,  the  Inter- 
Continental  Hotel  Group,  and  a  Japanese  bank  interested  in  backing  the  project's  debt 
financing. 

The  Beal/Inter-Continental  Team 

The  Beal/Inter-Continental  Team  has  the  financial  and  operational  capacity  to  execute  a 
successful  hotel  project.   The  Beal  Companies  is  a  respected  and  successful  Boston-based  real 
estate  development  firm  with  particular  experience  and  expertise  in  historic  rehabilitation 
and  adaptive  reuse.   The  Inter-Continental  Hotel  Group  is  an  hotel  operator  with  hotels  in 
major  cities  in  the  United  States,  Europe  and  Asia.   Financing  for  the  project  is  being 
arranged  by  Advest,  Inc.   Advest's  public  finance  group  has  managed,  co-managed,  or  acted 
as  financial  advisor  for  municipal  financings   vith  a  total  volume  of  approximately  $10.8 
billion  over  the  last  six  years. 

The  proposed  financing  structure  involves  a  substantial  equity  commitment.   Inter- 
Continental  and  East  Stream  Limited  Partnership  (the  owner  of  131  State  Street)  will  each 
contribute  $15  million  in  equity  (Inter-Continental  in  cash,  ESLP  as  a  property  contribution). 
The  Beal  Companies  will  contribute  an  additional  $1  million  in  cash,  and  the  City  of  Boston 
Office  of  Capital  Planning  has  allocated  $1.6  million  for  public  improvements  at  the  base  of 
the  building.   The  major  financing  vehicle  will  be  a  taxable  bond  issue  of  the  Boston 
Industrial  and  Development  Finance  Authority  ("BIDFA").   This  alternative  offers  the 
opportunity  for  financing  a  project  in  an  era  of  little  or  no  lender  activity. 


Th        al/Inter-Continental  team  has  made  progress  in  Torino  ««=,«« 
loc       d  state  regulatory  approval,  and  ^.ZS^KT^ 
shows  the  significant  regulatory  milestones  which  they  lSvTSomnnthif  ^        ^U'e 
indicale  the  team's  commitment  to  undertaking  the  project       ""^^^   n«*  ™'*<ones 

Sous^tonST^  ^m,Ti0n  tf  m°n'h  aPPr°Ved  ,he  ron"««°"  <"  'he  Custom 
nouse  to  ui  btate  Street  to  achieve  the  DroDosed  nmcrr^m    r„  *aj-.l- 

approval  of  the  proposed  connects  struX^  ^eZ^c^Z^l^C^ 
and  the  President's  Advisory  Council  on  Historic  PtierS^  H,Stoncal  Commiss.on 
the  shared  objective  of  government  agencS fatTvenMe^  toach^   apPT?  T**"' 
rehabilitation  of  the  buiJding.  Y  Ch,eve  successru'  and  sens.tive 

have  remained  relatively  healthy.   A  market  study  conducted °bv  toTmlV* v  . T  '    " 
potential  demand  in  the  high-end  hotel  segment    The Tri™  r  ^  indicates  strong 

'  c^mlyitS;,linS  $34'°00'000  fr°m  f0UT  "^"^  S°UrCeS  ■-  **"  ^^  and 

approvals  for  $70,(XX).000  in  industrial  revenue  bonds  have  been  granted 
through  the  City  of  Boston's  Industrial  Finance  Authority;  and 

"  cr^-Sp1!^6,^  *  Yruan§ed  thr°Ugh  the  s^di^tion  of  historic  tax 

credits    The  potential  value  of  this  syndication  is  currently  being  analyzed  by 
a  private  consulting  firm  retained  by  the  development  team  Y 


1 


General  Services  Administration 

Federal  Property  Resources  Service 

Washington,  DC  20405 


NOV  2  6  1991 


Mr.  Stephen  Coyle 

Director 

Boston  Redevelopment  Authority 

One  City  Hall  Square 

Boston,  MA   02201 

Dear  Mr.  Coyle: 

The  following  is  in  response  to  your  letter  dated  October  22, 
1991,  which  proposed  restructuring  of  the  terms  of  the  sale  of 
the  U.S.  Custom  House  from  the  General  Services  Administration 
(GSA)  to  the  Boston  Redevelopment  Authority  (BRA). 

On  December  18,  1986,  the  city  of  Boston  accepted  GSA's  offer  to 
sell  the  Custom  House  to  BRA  for  $11  million.   The  sale  closed  on 
October  9,  1987. 

The  terms  were  $1,100,000  paid  at  closing  and  a  note  to  GSA  in 
the  amount  of  $9,900,000.   The  terms  of  the  note  are  interest- 
only  payments  of  $272,250  quarterly  through  October  1992; 
principal  and  interest  payable  thereafter  to  fully  amortize  by 
October  1997. 

BRA  paid  $1,100,000  down  and  made  13  quarterly  interest-only 
payments  totaling  $3,539,250.   There  are  now  three  payments  in 
arrears  totaling  $816,750.   Further,  GSA  has  accrued  $266,893  in 
additional  interest  for  late  payments.   The  total  amount  now  due 
GSA  under  the  note  is  $10,983,643. 

Your  October  22  letter  proposed  restructuring  the  note  by 
bringing  the  payments  current  with  a  payment  in  the  amount  of 
$544,500  and,  subsequently,  retiring  the  note  by  a  payment  in  the 
amount  of  $1,500,000  by  the  selected  developer  at  closing.   This 
would  bring  the  total  of  BRA's  payments  to  $5,583,750. 

We  cannot  accept  your  proposal  because  it  would  sharply  diminish 
the  return  to  the  Government  under  the  present  plan.   In  fact, 
your  proposal  would  not  compensate  the  Government  for  the  amount 
borrowed  to  extend  the  original  credit  terms  to  BRA. 
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GSA  remains,  however,  committed  to  our  mutual  goal  of  the 
rehabilitation  of  this  important  Boston  landmark  and  is  cognizant 
of  the  continuous  and  ongoing  efforts  by  BRA  to  bring  this  to 
realization.   Further,  GSA  not  only  wishes  to  avoid  a  foreclosure 
but  also  recognizes  the  local  economic  distress  affecting  BRA ' s 
ability  to  conclude  the  current  transaction.   While  we  must 
pursue  an  agreement  commensurate  with  the  return  due  the 
Government  under  BRA ' s  current  payment  plan,  we  are  offering  an 
alternative  payment  plan  on  the  enclosed  schedule  which  will 
provide  substantial  relief  as  to  the  amount  of  the  payments 
reguired  over  an  extended  period  of  amortization. 

Please  examine  this  schedule  and  advise  GSA  if  it  better  meets 
the  needs  of  BRA. 


EARL  E.  J^NES 
Commissioner 

Enclosure 


GENERAL  SERVICES  ADMINISTRATION 
QUARTERLY  PAYMENT  SCHEDULE 


RCHASE  PRICE  511,000,000.00 

mp  ON  DOWN  PAYMENT  OF  $1,100,000.00 


N'CIPAL 
EREST  RATE 
MeER  OF  QUARTERS 
LY  INTEREST  RATE 
MENTS  PER  YEAR 
.(BEROF  YEARS 
RTERLY  PAYMENT 


S9.9OO.000.00 

11.000% 

40 

00003013699 

4 

10 

5411,161.99 


NO 


DUE  PATE  PRINCIPAL  BALANCE 
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S9.900.0O0.O0 
S9. 900.000. 00 
$9,900,000.00 
S9.900.000.00 
$9,900,000.00 
,   S9. 900.000.00 
$9,900,000.00 
$9,900,000.00 
$9,900,000.00 
$9,900,000.00 
$9,900,000.00 
$9,900,000.00 
$9,900,000.00 
$9,900,000.00 
$9,900,000.00 
$9,900,000.00 
$9,900,000.00 
$9,900,000.00 
$9,900,000.00 
$9,900,000.00 
$9,900,000.00 
$9,761,088.01 
$9,61 8,355.94 
$9.471. 698.74 
$9,321,008.47 
$9,166,174.21 
$9,007,082.01 
$6,843,614.78 
$8,675,652.20 
$8,503,070.65 
$8,325,743.10 
$8,143,539.05 
$7,956,324.38 
$7,763,961.31 
$7,566,308.26 
$7,363,219.75 
$7,154,546.30 
$6,940,134.33 
$6,719,826.03 
$6,493,459.26 
$6,260,867.40 


INITIAL  CASH  OUTFLOW. 
PERIODIC  INT  RATE: 


$1,100,000.00 
11.00% 
(2.757c  PERQTR) 


NETTRJESENT  VALUE: 


'■$11*000,000.01 


PAYMENT 


$272,250.00 

$272.25000 

$272,250.00 

S272.250.00 

$272,250.00 

$272,250.00 

$272,250.00 

$272,250.00 

$272,250.00 

$272,250  00 

$272,25000 

$272,250  00 

S272.250.00 

$272,250.00 

$272,250.00 

$272,250.00 

$272,25000 

$272,250.00 

$272,250.00 

$272,250.00 

$411,161.99 

$411,161.99 

$411,161.99 

$411,161.99 

$411,161.99 

$411,161.99 

$411,161.99 

$411,161.99 

$411,161.99 

$411,161.99 

$411,161.99 

$411,161.99 

$411,161.99 

$411,161.99 

$411,161.99 

$411,161.99 

$411,161.99 

$411,161.99 

$411,161.99 

$411,161.99 

$411,161.99 


INTEREST 


$272,25000 

$272,250.00 

S272.250.00 

$272,250.00 

S272.250.00 

S272.2S0.00 

$272,250.00 

S272.2S0.00 

$272,250.00 

$272,250.00 

S272.2S0.00 

S272.2S0.00 

$272,250.00 

$272,250.00 

$272,250.00 

$272,250.00 

$272,250.00 

$272,250.00 

S272.250.00 

S272.250.00 

$272,250.00 

S268.429.92 

$264.504. /9 

$260,471.72 

S2S6.327.73 

$252,069.79 

$247,694.76 

S243.199.41 

$238,580.44 

$233,834.44 

$228,957.94 

$223,947.32 

$218,798.92 

S213.508.94 

$208,073.48 

$202,488.54 

$196,750.02 

$190,853.69 

S184. 795.22 

S178.570.13 

$172,173.85 


PRINCIPAL 


50.00 
$0.00 

so.eo 
so.  oo 

$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$0.00 
$138,911.99 
$142,732.07 
$146,657.20 
$150,690.27 
$154,834.26 
$159,092.20 
$163,467.23 
$167,962.58 
S172.581.55 
$177,327.55 
$182,204.05 
$187,214.67 
$192,363.07 
$197,653.05 
$203,088.51 
$208,673.45 
$214,411.97 
$220,308.30 
S226.366.77 
$232,591.86 
$238,988.14 


NEW  BALANCE 


$9,900,000.00 

S9.900.000.00 

S9.900.000. 00 

$9,900,000.00 

S9. 900, 000.00 

$9,900,000.00 

S9. 900, 000.00 

$9,900,000.00 

S9.900.000.00 

$9,900,000.00 

S9.90O.0OO.O0 

$9,900,000.00 

$9,900,000.00 

$9,900,000.00 

S9. 900. 000.00 

$9,900,000.00 

$9,900,000.00 

$9,900,000.00 

$9,900,000.00 

$9,900,000.00 

$9. 761. 088. 01 

$9,618,355.94 

$9,471,698.74 

$9,321,008.47 

$9,166,174.21 

$9,007,082.01 

S8.843.6i  4. 78 

$8,675,652.20 

$8,503,070.65 

$8,325,743.10 

$8,143,539.05 

$7,956,324.38 

S7.763.96i  31 

S7.566.308  26 

S7.363.219.75 

$7,154,54630 

S6. 940. 134. 33 

$6,719,826.03 

$6,493,459.26 

$6,260,867.40 

$6,021,879.26 


a  - 

9    - 

98 

$6,021,879.26 

$411,161  99 

$165,601.68 

$245,560.31 

$5,776,318.95 

7   - 

9    - 

98 

$5,776,318.95 

$411,161  99 

$150,848.77 

$252, 31322 

$5,524,005.73 

10   - 

9    - 

98 

$5,524,035.73 

$411,161.9$! 

$151,910.16 

$259,251.83 

S5.264.753.90 

1  - 

9    - 

99 

$5,264,753.90 

$411,161.99 

S 144, 760. 73 

S266,38L26 

S4.998. 372.64 

4     - 

9   - 

99 

S4.998.372.64 

$411,161.99 

$137,455.25 

$273,706.74 

$4,724,665.90 

7     - 

9    - 

99 

$4,724,665.90 

$411.16'. 99 

S129.928.31 

S281 .233.68 

$4,443,432.22 

10    - 

9    - 

99 

$4,443,432.22 

$411,161.99 

$122,194.39 

$288,967.60 

$4,154,464.62 

1     - 

9    - 

0 

$4,154,464.62 

$4H,16\99 

$1 14.247.78 

$296,914.21 

$3,857,550.41 

4     - 

9    - 

0 

$3,857,550.41 

$411,161.99 

$106,082.64 

S305.079.35 

$3,552,471.06 

7     - 

9    - 

0 

S3.552.471. 06 

$411,161.99 

$97,692.95 

$313469.04 

$3,239,002.02 

10    - 

9   - 

0 

$3,239,002.02 

$411,161.99 

$89,072.56 

S322.089.43 

$2,916,912.59 

1     - 

9   - 

1 

$2,916.91159 

$411,161.99 

$80,215  10 

$330,946.89 

$2,585,965.70 

4     - 

9   - 

1 

$2,585,965.70 

$411,161  99 

$71. 114.06 

S340.047.93 

S2, 245.917.77 

7    - 

9    - 

i 

$2,245,917.77 

$411,161.99 

$61,762.74 

$349,399.25 

$1,896,518.52 

10    - 

9    - 

1 

$1,896,518.52 

$411,161.99 

S52.154  26 

$359,007.73 

$1,537,510.79 

1     - 

9    - 

2 

$1,537,510.79 

$411,16199 

$42,281  55 

$368,880.44 

$1,168,630.35 

4    - 

9    - 

2 

$1,168,630.35 

$411,161  99 

$32,137.33 

S379.024.66 

$789,605.69 

7    - 

9    - 

2 

$789,605.69 

$411,161.99 

$21,714.16 

S389.447.B3 

S40O.157.86 

10    - 

9    - 

2 

$400,1 57.86 

$411,162.20 

$11,004.34 

S400.157.86 

SO.  00 

$21,891,479.81 

$r.  ,991,479.81 

S9.900.000.00 

MEMORANDUM 

TO:  Earl  Jones 

FROM:  Paul  McCann 

DATE:  February  10,  1992 

RE:  U.S.  Custom  House,  Boston;  MA 


In  order  to  resolve  the  Custom  House  issue  we  are  willing  to  amend  our  proposal  while  still 
maintaining  the  necessary  structures  of  a  thirty  (30)  year  note  to  coincide  with  the  projects  thirty 
year  bond  financing.  Our  proposal  would  be  to  retain  the  interest  only  payments  for  the  thirty 
(30)  years  of  said  note  but  to  provide  an  option  for  the  mortgagor  to  convert  to  a  self  amortizing 
note  for  the  last  ten  (10)  year  period.  To  reiterate  the  terms  the  Authority  will  commit  an 
additional  annual  sum  of  $154,000  to  resolving  the  interest  payment  issue.  The  $154,000  would 
be  in  addition  to  the  $440,000  the  project  can  support  and  will  allow  an  interest  only  payment 
of  $594,000  to  the  government  consisting  of  a  6%  interest  payment  on  the  present  principal  of 
$9,900,000.  This  $594,000  payment  will  be  made  for  thirty  (30)  years  however  subject  to  a 
provision  that  the  $11,135,000  ($9,900,000  plus  $1,235,000)  will  be  the  principal  that  can  be  self 
amortized  at  the  option  of  the  mortgagor  by  payments  of  $1,488,940  annually  for  the  last  ten  (10) 
years  of  the  thirty  (30)  year  term.  If  the  option  is  not  exercised  the  $11,135,000  will  be  paid  as 
a  lump  sum  payment  at  the  end  of  the  said  thirty  (30)  year  term. 

Notwithstanding  the  above,  if  the  Authority  receives  funds  under  its  disposition  lease  as 
additional  rent  at  the  project  financing  closing  or  at  the  lease  closing  date,  the  Authority  agrees 
to  prorate  said  funds  on  a  fifty/fifty  basis  with  the  government  up  to  the  limit  of  $1,050,000 
reimbursement.  If  said  additional  prorata  payment  is  made  to  the  government,  the  amount  to 
be  amortized  over  the  last  ten  (10)  years  of  the  thirty  year  term  shall  be  $9,900,000,  and  if  the 
referenced  option  is  not  exercised  the  amount  to  be  paid  as  a  lump  sum  payment  to  the 
government  at  the  end  of  said  thirty  (30)  year  term  shall  be  $9,900,000. 

We  believe  this  proposal  is  responsive  to  G.S.A.'s  request  that  the  project  pay  the  current  value 
interest  of  six  (6)  percent,  as  well  as  your  request  that  the  debt  not  be  compromised  and  that 
provisions  be  made  to  possibly  amortize  the  full  note,  and  that  an  additional  provision  be 
incorporated  for  a  possible  sizable  up  front  payment. 

2  look  forward  to  resolving  this  matter  and  hope  to  hear  your  response  as  soon  as  possible. 


General  Services  Administration 

Federal  Property  Resources  Service 

Washington,  DC  20405 


April    23,     1992 

Mr.  Theodore  Chandler 
Director 

Boston  Redevelopment  Authority- 
One  City  Hall  Square 
Boston,  MA   02201 

Dear  Mr.  Chandler: 

This  letter  confirms  the  terms  and  conditions  of  the  debt  of 

the   Boston  Redevelopment   Authority   to   the  General   Services 

Administration  with  respect  to  the  Boston  Custom  House. 

On  December  18,  1986,  the  city  of  Boston  accepted  the  General 
Services  Administration's  offer  to  sell  the  Boston  Custom  House  to 
the  Boston  Redevelopment  Authority  for  $11,000,000.  The  sale 
closed  on  October  9,  1987.  The  terms  were  $1,100,000  paid  at 
closing  and  a  note  to  the  General  Services  Administration  in  the 
amount  of  $9,900,000.  The  terms  of  the  note  are  interest -only 
payments  of  $272,250  quarterly  through  October  1992,  principal  and 
interest  payable  thereafter  to  fully  amortize  by  October,  1997. 
The  Boston  Redevelopment  Authority  paid  $1,100,000  at  closing  and 
made  13  quarterly  interest -only  payments  totalling  $3,539,250. 

The  note  will  be  restructured  for  a  thirty  year  term  effective 
July  9,  1992.  The  contract  interest  rate  will  be  the  current  value 
of  funds  to  the  U.S.  Treasury  at  the  time  of  closing,  currently 
6.0%.  Payments  will  be  made  quarterly  on  same  dates  as  the 
existing  note  and  will  be  interest -only,  based  on  an  outstanding 
principal  of  $9,900,000. 

At  project's  financing  closing  or  not  later  than  December  31,  1992, 
whichever  is  earlier,  the  Boston  Redevelopment  Authority  will  also 
remit  to  GSA  a  lump  sum  payment  in  the  sum  of  $1,050,000.  The 
$9,900,000  principal  will  be  paid  as  a  balloon  payment  at  the  end 
of  the  30 -year  term.  The  $9,900,000  principal  may  be  prepaid  in 
whole  or  in  part  at  any  prior  time. 

The  GSA  will  deliver  to  the  Boston  Redevelopment  Authority  a 
restructured  note  and  mortgage  incorporating  these  terms,  as  well 
as  any  other  documents  necessary  to  complete  this  transaction. 


■Tarl  E.  Jones 
Commissioner 


W 
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Advisory 
Council  On 
Historic 
Preservation 


The  Old  Post  Office  Building 

1100  Pennsylvania  Avenue.  NW,  #809 

Washington,  DC  20004 


July  29,  1992 

Honorable  Richard  G.  Austin 

Administrator 

General  Services  Administration 

18th  and  F  Streets,  Northwest 

Washington  D.C.  20405 

Dear  Mr.  Austin: 

In  1987,  the  General  Services  Administration  (GSA)  sold  the  U.S. 
Custom  House  in  Boston,  Massachusetts,  to  the  Boston 
Redevelopment  Authority  (BRA) .   The  Custom  House  is  listed  on  the 
National  Register  of  Historic  Places  and  accordingly  GSA  complied 
with  the  requirements  of  Section  106  of  the  National  Historic 
Preservation  Act  of  1966  (16  U.S.C.  Sec.  470(f)).   As  a  result  of 
the  Section  106  process,  conditions  were  developed  to  ensure  the 
long-term  preservation  and  sensitive  rehabilitation  of  this 
important  property.   In  particular,  a  covenant  to  the  deed  of 
transfer  required  that  all  rehabilitation  work  on  the  building 
would  be  carried  out  in  accordance  with  the  Secretary  of  the 
Interior's  "Standards  for  Rehabilitation  and  Guidelines  for 
Rehabilitating  Historic  Buildings."   A  subsequent  Memorandum  of 
Agreement  (MOA)  among  GSA,  BRA,  the  Massachusetts  State  Historic 
Preservation  Officer  (SHPO)  and  the  Council  clarified  how  the 
preservation  covenants  would  operate. 

In  June,  1991,  the  Council  received  BRA's  Draft  Project  Impact 
Report  for  the  proposed  redevelopment,  to  be  undertaken  by  The 
Beal  Companies  and  Inter-Continental  Hotels.   The  proposed 
project  would  jointly  develop  the  Custom  House  and  the  Board  of 
Trade  Building,  immediately  across  the  street,  as  a  340-room 
luxury  hotel.   An  essential  element  of  the  project  is  a  connector 
between  the  two  buildings.   The  BRA  proposal  calls  for  an  above- 
ground  connector,  entering  the  main  facade  of  the  Custom  House  on 
the  second  floor  at  the  top  of  the  monumental  staircase. 

The  Council  advised  BRA  that  the  proposed  connector  would  have  an 
adverse  effect  on  the  Custom  House.   Accordingly,  by  failing  to 
conform  to  the  Secretary's  Standards  and  Guidelines,  the  proposal 
would  not  conform  to  the  deed  covenant  or  the  MOA.   After 


extended  consultation  with  BRA  and  the  SHPO,  it  became  clear  that 
BRA  and  the  developer  would  not  accept  a  below-ground  connector, 
the  only  alternative  that  would  conform  to  the  Secretary's 
Standards  and  Guidelines.   The  Council  therefore  determined  that 
further  consultation  would  not  be  productive  and  that  the  Council 
would  provide  formal  comments. 

Findings 

Based  on  its  review  of  this  matter,  the  Council  has  arrived  at 
the  following  findings: 

Significance 

The  Custom  House  is  a  historic  property  of  exceptional 
importance.   As  BRA  itself  notes,  it  is  "one  of  the  most 
historically  significant  and  prominent  buildings  in  the  City  of 
Boston."   Central  to  Boston's  19th-century  commercial  life,  it  is 
also  the  only  surviving  work  in  Boston  of  the  noted  architect 
Ammi  Burnham  Young.   The  1912  tower  addition  enhanced  its 
importance,  as  a  symbol  of  the  Federal  government's  presence  in 
the  community  and  as  Boston's  first  skyscraper.   It  unique 
dominance  of  the  Boston  skyline  for  nearly  half  a  century  has 
made  it  a  symbol  of  the  city.   Indeed,  the  Custom  House  may 
warrant  designation  as  a  National  Historic  Landmark. 
Accordingly,  the  Federal  government  should  do  all  it  can  to 
preserve  the  Custom  House's  significant  features. 

Suitability  of  the  Proposal 

Economically  viable  reuse  of  the  Custom  House  has  been  elusive 
and  challenging  to  BRA  and  the  Boston  preservation  community. 
The  current  proposal  for  redevelopment  as  the  focal  point  of  a 
luxury  hotel  is  essentially  compatible  with  the  historic 
character  of  the  Custom  House  and  can  be  achieved  in  a  manner 
that  enhances  the  building,  assuring  a  continued,  sensitive  use 
well  into  the  future.   BRA  is  to  be  commended  on  its  efforts  to 
bring  this  project  to  fruition. 

Effects  of  the  Undertaking 

For  the  most  part,  the  proposed  reuse  of  the  Custom  House  is 
sympathetic  to  the  significant  features  of  the  historic 
structure.   Treatment  of  important  interior  spaces  and  overall 
restoration  of  exterior  elements  are  consistent  with  applicable 
preservation  standards  and  will  enhance  the  building.   The  one 
exception  is  the  treatment  of  the  connector  between  the  Custom 
House  and  the  Board  of  Trade  Building.   The  Custom  House  is  a 
monumental  structure,  designed  to  be  viewed  from  all  four  sides 
as  a  free-standing  composition.   The  introduction  of  the  above- 
ground  connector,  entering  the  building  at  the  top  of  the  massive 
staircase,  is  out  of  keeping  with  the  architectural  character  of 


the  building  and  compromises  the  perception  of  the  Custom  House 
as  an  independent  entity.   The  fact  that  the  connector  is 
designed  to  be  removable  at  some  time  in  the  future  does  not 
diminish  its  impact  on  the  integrity  of  the  building. 
Accordingly,  the  above-ground  connector  constitutes  an  adverse 
effect  on  the  Custom  House  and,  as  such,  does  not  conform  to  the 
requirements  of  the  deed  covenants  or  the  MOA. 

Alternatives 

While  there  are  technical  and  operational  constraints  on  the 
development  without  an  above-ground  connector,  alternatives  do 
exist.   They  involve  either  modifying  the  use  and  circulation 
plans  for  the  hotel  or  employing  an  underground  connector. 
Several  alternatives  are  detailed  in  the  enclosed  study,  Custom 
House-Boston  Feasibility  Report,  prepared  by  Reed  &  Barba 
Architects  and  Swift  Engineering  for  the  Boston  Preservation 
Alliance  and  the  New  England  Chapter  of  the  Society  of 
Architectural  Historians.   These  alternatives  are  technically 
feasible.   Given  the  significance  of  the  Custom  House  and  the 
severity  of  the  impact  of  the  above-ground  connector  on  its 
historic  features,  they  warrant  the  highest  degree  of  careful 
consideration . 

Recommendations 

Based  on  these  findings,  the  Council  recommends  that  GSA  work 
with  BRA  and  the  developer,  along  with  the  SHPO,  BLC  and 
interested  preservation  organizations,  to  devise  an  alternative 
which  avoids  the  adverse  effects  of  an  abovs-ground  connector?" 
To  this  end,  GSA  should  consider  whether  the  Federal  interest  in 
the  long-term  preservation  of  the  Custom  House  warrants 
renegotiation  of  the  original  sales  price  of  the  building,  as  an 
incentive  to  modifying  the  connector  design. 

Only  in  the  event  that  GSA  independently  determines  the  public 
interest  lies  in  accepting  the  above-ground  connector  should  it 
agree  to  modify  the  deed  covenants  and  MOA  so  that  such  a 
connector  can  be  built. 

The  Council  appreciates  your  consideration  of  its  comments  and 
looks  forward  to  being  advised  of  your  action  in  response  to 
these  recommendations. 

Sincerely  yours, 


tjUO* 


J/ban  W.    Stein 
Lee  Chairman 

Enclosure 
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General  Services  Administration 

Thomas  P.  O'Neill,  Jr.  Federal  Building 

10  Causeway  Street 

Boston,  MA  02222 


August    21,    1992 


Mr.  Theodore  S.  Chandler 

Acting  Director 

Boston  Redevelopment  Authority 

One  City  Hall  Plaza 

Boston,  Massachusetts  02201 

Dear  Mr.  Chandler i 

This  refers  to  your  letter  dated  July  29,  1992,  forwarding  a 
Mortagage,  Note  and  Debt  Restructure  Agreement  for  the  Custom 
House. 

Unfortunately,  since  the  terms  and  conditions  contained  in  your 
submittal  vary  from  the  original  restructuring  agreement  set 
forth  in  the  April  23rd  letter  to  you  from  our  Commissioner,  Mr. 
Earl  Jones,  we  are  unable  to  accept  the  proposed  changes.   As  you 
know,  the  original  lump  sum  payment  date  (to  be  made  no  later 
than  December  31,  1992)  was  arrived  at  after  many  months  of 
discussion. 

Please  contact  us  as  soon  as  possible  so  that  we  may  proceed  with 
the  restructuring  in  accordance  with  the  original  terms  and 
conditions. 

Sincerely, 


ft 

/ 


Vk .  f  3V 


JAMES  A.  PETERSON,  Director 
r  Qttxce   of  Real  Estate  Sales 

Federal  Property  Resources  Service 
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Ms.    Joan  w.    Stain 

Vice  Chairman 

Advisory  Council  on  Historic  Preservation 

The  Old  Poat  Office  Building 

1100  Penneylvanle  Avenue,  NW. ,  #809 

Washington,  DC  20004 

Dear  Ms.  Stein i 

luSCU/!?  f?So?°Ur  latt!f  of  July  29'  1993'  wnich  »•  received 
August  11,  1992,  requesting  assurance  thst  the  historic 

«S£«affnf!  of„ tho,forre«r  Boston  Custom  House  will  not  be  altered 
when  it  is  redeveloped  under  the  auspices  of  the  Boston 
Redevelopment  Authority  (Bra).   Your  concern  Is  the  result  of  the 
redevelopment  plan  circulated  by  IRA  which  encompasses  an 

3?*h  JS-1^  !haT  th*  BRA  Pro>ot  report  may  not  be  in  compliance 
with  the  historic  covenants  in  the  deed  comes  ss  a  complete 

f#r?K:SS  t0,ua-  ,We  w«r«  not  aware. thst  there  would  be  a  problem 
i5J?I* develoPer's  plans  were  implemented.   In  fact,  we  recently 
completed  extensive  negotiations  with  BRA  to  restructure  its  debt 
owing  the  Government  as  the  result  of  the  1987  sale.   Durina 
these  negotiations  we  inquired  whether  there  were  sny  other 
Ef?™**!  fn  c°nnec*ion  with  <*•  redevelopment  plan  which  was 
™i  Hnf   ^tatGd  by  the  new  cr«dlt  terms  (the  purchase  price  was 
2fL  !29?  5:  wWe  were  assur«d  that  all  necessary  approvals  had 
been  obtained  by  BRA  and  there  were  no  other  problem^. 

y°Vrxlett6r  ^quests  that  the  General  Services  Administration 
(gsa)  coordinate  a  review  of  the  proposal  by  all  interested 
parties  to  resolve  this  issue  in  accordance  with  the  historic 
preservation  covenants  in  the  1987  deed  from  GSA  to  BRA.   While 
we  are  concerned  about  the  timeliness  of  this  matter,  to  be  of 
all  possible  assistance  we  will  convene  a  meeting  as  soon  as 
possible  among  the  parties  cited  in  your  letter  to  consider 
feasible  alternatives.   However,  we  wish  to  emphasize  that  the 
conveyance  in  1987  to  BRA  constituted  a  negotiated  sals  at  the 
estimated  fair  market  value  of  the  Custom  House  in  accordance 
with  section  203  of  the  Federal  Property  and  Administrative 
Services  Act  of  1949.   This  provision  of  law  precludes  the 
renegotiation  of  the  1987  price. 
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I  have  asked  Mr.  Earl  E.  Jonea,  Commiasioner,  Federal  Property 
Resources  Service,  to  immediately  arrange  the  meeting  and  to 
advlae  you  when  thia  haa  been  done  ao  that  you  or  your  deaignee 
can  attend. 

Sincerely, 

(signed)  Rlehafd  0.  Auttfn 


Richard  0.  Austin 
Administrator 


General  Services  Administration 

Thomas  P.  O'Neill.  Jr.  Federal  Building 

10  Causeway  Street 

Boston,  MA  02222 

September  21,  1992 

Mr.  Paul  Barrett 

Director 

Boston  Redevelopment  Authority 

One  City  Hall  Square 

Boston,  MA  02201 

RE:  U.S.  Custom  House,  Boston 

Dear  Mr.  Barrett: 

Enclosed  is  the  mortgage  and  promissory  note  for  the  Boston 
Redevelopment  Authority's  (BRA)  refinancing  of  the  former  U.S. 
Custom  House,  Boston.  These  instruments  are  drafted  consistent 
with  the  conceptual  agreement  that  was  confirmed  in  Commissioner 
Jones'  letter  of  April  23,  1992. 

The  enclosures  have  been  rewritten  to  specifically 
incorporate  the  elements  of  the  Commissioner's  letter,  and 
drafted  with  many  of  the  terms  used  in  the  original  instruments. 
Unfortunately,  the  instruments  tended  by  BRA  on  July  29,  1992, 
were  not  consistent  with  the  understandings  approved  by 
Commissioner  Jones  and  therefore,  are  not  accepted.  In 
particular,  the  General  Services  Administration  ( GSA )  cannot 
accept  payment  of  the  lump  sum  later  than  December  31,  1992,  nor 
can  it  impair  the  first  security  interest  of  the  United  States 
either  by  nonrecourse  provisions  or  by  reducing  the  value  of  the 
security  through  coequality  with  subsequent  mortgagee s)  of 
unlimited  debt. 

The  refinancing  agreement  is  calculated  upon  our  agreement 
and  that  the  lump  sum  payment  will  be  made  before  December  31st, 
and  that  interest  only  payments  will  begin  on  October  9,  1992. 
For  these  reasons  the  instruments  must  be  executed  before  these 
sums  are  due.  Please  ensure  that  the  necessary  preparations  are 
underway  to  timely  make  these  payments. 

We  would  like  to  schedule  closing  to  take  place  at  the 
proper  registry  of  deeds.  At  closing,  it  is  anticipated  that  the 
note  and  mortgage  will  be  executed  by  BRA,  thereinafter  GSA  will 
execute  a  separate  release  of  the  original  mortgage.  A 
certificate  from  the  BRA  Secretary  will  be  needed  before  closing 
for  incorporation  into  the  instruments  stating  that  a  resolution 
has  been  passed  authorizing  the  execution  of  the  enclosed 
mortgage  and  note,  stating  also  the  specific  person  so  authorized 
to  execute  the  instruments  on  r~>half  of  the  BRA.  The  new  mortgage 
would  then  be  filed  in  the  registry  with  BRA  paying  all  filing 
fees.  Return  of  the  original  note  properly  cancelled  will  be 
accomplished  shortly  thereafter  upon  retrieval  from  our  Kansas 
City  finance  office. 
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Mr.  Paul  Barrett 

Director 

Boston  Redevelopment  Authority 

September  21,  1992 

Page  two 


We  look  forward  to  a  successful  completion  of  this 
transacti  1.  If  any  questions  arise,  and  when  the  BRA  is  prepared 
to  establish  a  closing  date,  kindly  contact  the  undersigned  at 
(617)  565-5860,  or  local  GSA  counsel  Michael  Morizio,  at  (617) 
565-5896. 


Sincerely  yours, 


James  A.  Peterson 

Special  Assistant  To  the  Regional  Administrator 


MORTGAGE 


DRAFT 


KNOW  ALL  MEN  BY  THESE  PRESENTS:   That  THE  BOSTON 
REDEVELOPMENT  AUTHORITY,  an  instrumentality  of  the  City  of 
Boston,  Massachusetts,  with  a  mailing  address  of  One  City  Hall 
Square,  Boston,  MA.,  02201  (hereinafter  referred  to  as 
"Mortgagor" ) , 

for  consideration  paid  and  to  secure  Mortgagor's  prompt, 
punctual,  and  faithful  payment  and  performance  of  each  ard  all 
present  and  future  liabilities  of  said  Mortgagor  as  expressed 
herein,  to  include  full  performance  of  the  Promissory  Note  of 
even  date  herewith  from  Mortgagor  to  Mortgagee,  (hereinafter,  the 
"Note"),  said  Note  requiring  payment  of  the  principal  sum  of  NINE 
MILLION  NINE  HUNDRED  THOUSAND  DOLLARS  AND  ZERO  CENTS 
($9,900,000.00),  with  interest  thereon  in  lawful  money  of  the 
United  States  of  America, 

hereby  grants,  mortgages,  assigns  and  transfers  to  the 
GENERAL  SERVICES  ADMINISTRATION,  acting  for  and  on  behalf  of  the 
UNITED  STATES  OF  AMERICA,  with  a  mailing  address  of  10  Causeway 
Street,  Boston,  Massachusetts,  02222,   (hereinafter  referred  to 
as  "Mortgagee"),  with  MORTGAGE  CONVENANTS,  the  premises  described 
and  defined  in  Schedule  A  hereto,  (hereinafter,  the  "Mortgaged 
Property"),  being  the  same  premises  as  described  in  the  Deed 

between  the  parties  hereto  and  recorded  at  book  ,  page  ,  of 

the  Suffolk  County  Registry  Of  Deeds. 

Mortgagor  hereby  agrees  and  promises  to  pay,  and  in 
accordance  with  said  Note,  the  following  payments  over  a  period 
of  thirty  (30)  years,  with  interest  on  the  principal  at  the 
annual  rate  of  six  percent  (6%): 

Beginning  with  the  first  payment  due  on  the  9th  day  of 
October,  1992,  interest  only  payments  in  the  sum  of  ONE 
HUNDRED  AND  FORTY-EIGHT  THOUSAND  FIVE  HUNDRED  DOLLARS  &  ZERO 
CENTS  ($148,500.00),  and  a  like  amount  thereafter  on  each 
successive  9th  day  of  January,  April,  July  and  October, 
totalling  120  payments  over  thirty  (30)  years,  and  ending 
with  the  final  payment  due  on  the  9th  day  of  July,  2022. 
The  principal  sum  of  NINE  MILLION  NINE  HUNDRED  THOUSAND 
DOLLARS  AND  ZERO  CENTS  ($9,900,000.00)  shall  be  due  and 
payable  in  full  on  the  9th  day  of  July,  2022. 

Additionally,  on  or  before  December  31.  1992.  Mortgagor 
shall  remit  to  Mortgagee,  a  onetime  lump  sum  payment  in  the 
amount  of  ONE  MILLION  FIFTY  THOUSAND  DOLLARS  AND  ZERO  CENTS 
($1,050,000.00),  said  payment  is  in  addition  to,  and  shall 
not  reduce,  the  principal  debt  or  any  interest  payment  due 
commencing  October  9,  1992. 
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As  also  provided  for  in  the  Note,  the  Mortgagor,  at  its 
option,  may  upon  prior  written  notice  commencing  in  year  twenty 
(20),  make  quarterly  payments  of  principal  and  interest  in 
amounts  sufficient  to  fully  amortize  the  debt  by  year  thirty 
(30). 

Pursuant  to  Massachusetts  General  Laws,  this  mortgage  is 
upon  the  Statutory  Conditions,  upon  breach  of  which,  the 
Mortgagee  shall  have  the  Statutory  Power  Of  Sale.  In  addition, 
this  mortgage  is  upon  the  following  other  conditions,  which  shall 
be  binding  on  the  Mortgagor: 

1.  TAXES.  Mortgagor  shall,  while  any  of  the  indebtedness 
secured  hereby  remains  unpaid,  pay  when  due  and  payable,  all 
taxes  (both  general  and  special),  assessments  and  governmental 
charges,  to  whomsoever  levied  or  assessed  against  the  Mortgaged 
Property  or  any  part  thereof  of  or  any  interest  therein  or 
against  the  debt  secured  hereby;  promptly  will  furnish  upon 
demand  to  Mortgagee  or  holder  of  the  indebtedness  secured  hereby, 
the  receipts  showing  such  payments,  and  will  allow  no  payment  of 
any  taxes,  assessments  or  governmental  charges  by  a  third  party 
with  subrogation  attaching,  nor  permit  the  mortgaged  property,  or 
any  part  thereof,  to  be  sold  or  forfeited  for  any  tax, 
assessments,  or  governmental  charge  whatsoever.   Any 
irregularities  or  defects  in  the  levy  of  assessments  of  taxes, 
assessments  and  governmental  charges  paid  by  Mortgagee  are  hereby 
expressly  waived  and  receipt  by  the  proper  office  for  payment 
shall  be  conclusive  evidence  both  as  to  the  amount  and  validity 
of  such  payments. 

2.  INSURANCE.  Mortgagor  will  keep  the  Mortgaged  Property 
and  other  insurable  property,  now  or  hereafter  erected  or  placed 
in  or  on  said  Mortgaged  Property,  insured  in  an  amount  not  less 
than  the  principal  debt  expressed  in  the  Note,  plus  any  accrued 
interest  thereon,  against  loss  or  damage  by  fire  and  other 
hazards,  casualties  and  contingencies,  personal  injury  or  third 
party  property  damage,  and  will  carry  any  other  kinds  of 
insurance  in  such  amounts  and  for  such  period  as  may  from  time  to 
time  may  be  required  by  Mortgagee,  including  without  limitation 
to  the  foregoing,  Builder's  Risk  Insurance  acceptable  to 
Mortgagee  which  shall  be  provided  before  any  construction  or 
renovation  is  performed  on  said  Mortgaged  Property.  Such 
insurance  shall  name  the  Mortgagee  as  the  party  first  payable  and 
insured,  and  be  upon  such  additional  conditions  as  next 
expressed: 

All  insurance  shall  be  carried  in  insurance  companies  acceptable 
to  Mortgagee,  and  the  policies  shall  include  provisions  making 
any  loss  or  claims  filed  thereunder  first  payable  to  the 
Treasurer  of  the  United  States,  and  requiring  the  insurance 
company  to  give  the  Mortgagee  ten  (10)  calendar  days  written 
notice  prior  to  any  cancellation  of  any  policy.  The  policies 
shall  provide  that  the  insurance,  to  the  extent  of  Mortgagee's 
interest  therein,  shall  not  be  impaired  or  invalidated,  in  whole 


-2- 


Dr.AFT 


or  in  part,  by  reason  of  any  act,  failure  to  act  or  neglect  of 
the  Mortgagor,  or  failure  by  the  Mortgagor  to  comply  with  any 
warranty  or  condition  of  the  policies. 

All  policies  and  certificates  of  insurance  shall  be  delivered  to 
and  held  by  Mortgagee,  delivered  not  later  than  (10)  calendar 
days  following  execution  of  this  instrument,  and  Mortgagor  will 
pay  promptly  when  due  all  premiums  for  such  insurance.   Not  less 
than  five  (5)  calendar  days  prior  to  the  expiration  of  any  policy 
of  insurance,  Mortgagor  will  deliver  to  Mortgagee  renewal  or  new 
policies  in  like  amounts  and  coverage.  Should  any  loss  occur  to 
the  Mortgaged  Property,  or  claims  filed  in  relation  to  the 
Mortgaged  Property,  Mortgagee  is  hereby  appointed  attori. ^.y   in 
fact  for  Mortgagor  to  obtain,  adjust,  settle,  cancel  insurance, 
endorse  in  favor  of  Mortgagee  any  and  all  drafts  and  other 
instruments  with  respect  to  such  insurance,  and  to  make  proof  of 
loss  if  Mortgagor  fails  to  provide  such  proof  promptly.  The 
appointment  of  attorney  in  fact,  being  coupled  with  an  interest, 
is  irrevocable  until  this  instrument  is  expressly  terminated  by  a 
writing  executed  by  a  duly  authorized  official  of  the  Mortgagee. 
The  Mortgagee  shall  not  be  liable  for  any  loss  sustained  on 
account  of  any  exercise  pursuant  to  said  powers.  Mortgagee's 
receipt  for  any  sums  collected  under  said  policies,  which  said 
sums,  or  any  part  thereof,  at  the  option  of  Mortgagee  may  be 
applied  as  payment  on  the  indebtedness  hereby  secured,  or  to  the 
restoration  or  repair  of  the  Mortgaged  Property  so  destroyed  or 
damaged.   Mortgagor  promptly  will  give  notice  by  mail  to 
Mortgagee  of  any  loss  or  damage  to  the  Mortgaged  Property  and 
will  not  adjust  or  settle  such  loss  without  the  written  consent 
of  Mortgagee,  which  consent  shall  not  be  unreasonably  withheld. 
In  the  event  of  foreclosure,  Mortgagee,  as  attorney  in  fact  of 
Mortgagor,  may  forthwith  transfer  the  insurance  and  policies  then 
held  to  the  purchaser  or  purchasers,  without  claim  on  the  part  of 
Mortgagor  or  compensation  therefor;  or  Mortgagee,  at  its  option, 
may  surrender  said  policies,  collect  the  unearned  premium  and 
apply  the  same  to  any  deficiency  due  under  this  mortgage. 

3.   PROPERTY  MAINTENANCE.  Mortgagor  will  maintain  the 
mortgaged  property  free  from  waste  or  nuisance  of  any  kind  and  ... 
good  condition,  and  make  all  repairs,  replacements,  improvener  *  5 
and  additions  which  may  be  necessary  to  preserve  and  maintain  *  he 
Mortgaged  Property  and  the  value  thereof;  will  comply  with  all 
laws,  ordinances,  and  regulations  affecting  said  property,  or  : • s 
use;  will  not  alter,  destroy  or  remove  any  of  the  buildings, 
improvements,  or  property  covered  by  this  mortgage,  or  permit  the 
same  to  be  altered,  destroyed,  or  removed,  without  first 
obtaining  the  permission  in  writing  of  Mortgagee;  will  complete 
in  a  good  workmanlike  manner  any  repairs,  replacements, 
improvements,  and  additions  thereon;  will  pay  when  due  all  clams 
for  labor  performed  and  material  furnished,  and  will  not  permit 
any  lien  of  mechanics  or  materialmen  to  attach  to  Mortgaged 
Property.   Mortgagor  will  permit  Mortgagee,  its  agents  and 
representatives,  to  inspect  the  Mortgaged  Property  at  any 
reasonable  time,  and  shall  place  the  same  authorization  as  a 
condition  of  any  lease  or  sublease. 
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4.  RESALE  OR  OWNERSHIP  TRANSFER.  Mortgagor  will  not  resell 
or  transfer  any  ownership  interest  of  any  nature  in  or  to  the 
Mortgaged  Property,  in  whole  or  in  part,  while  any  of  the 
indebtedness  secured  hereby  remains  unpaid  without  the  prior 
written  authorization  of  the  ADMINISTRATOR  of  the  GENERAL 
SERVICES  ADMINISTRATION,  or  his  authorized  designee,  to  such 
resale  or  transfer.  This  provision  and  all  other  conditions  of 
this  mortgage  shall  apply  to  all  successors  of  the  Mortgagor  as 
if  such  successors  were  the  original  party  hereto.  Mortgagee's 
written  consent  shall  not  be  valid  until  the  writing  is  recorded 
in  the  place  where  title  to  the  Mortgaged  Property  is  recorded. 
Mortgagee's  consent  shall  not  be  unreasonably  withheld,,  provided 
however,  without  limiting  the  circumstances  by  which  co..sent   ay 
be  withheld,  it  is  expressly  agreed  that  breach  of  this  mortgage 
or  Note  or  of  any  condition  of  the  deed  which  conveyed  the 
Mortgaged  Property  to  the  Mortgagor,  or  the  unacceptable  credit 
worthiness  of  any  purchaser  or  transferee,  or  any  impairment  of 
the  security  interest  in  the  Mortgaged  Property,  or  any  past  due 
payments  under  the  Note  or  this  mortgage,  shall  be  valid  grounds 
for  withholding  such  consent. 

The  Mortgagee's  valid  and  recorded  consent  to  any  sale  or 
transfer  of  ownership  shall  not  act  as  waiver  or  release, 
compromise  or  settlement,  of  any  debt  or  liability  of  the 
Mortgagor  under  this  mortgage  or  accompanying  Note.  Upon  valid 
resale  or  transfer  of  ownership,  the  Mortgagor  shall  be  jointly 
and  severably  liable  to  the  Mortgagee  for  performance  of  this 
mortgage  and  the  accompanying  Note,  and  any  liabilities  which  may 
arise  in  relation  thereto. 

In  the  event  of  sale  or  transfer  occurs  inconsistent  with  the 
foregoing,  the  Mortgagee  may,  without  notice  to  Mortgagor,  deal 
with  such  successor  or  successors  of  ownership  with  reference  to 
this  mortgage,  without  in  any  way  waiving  the  default  occasioned 
by  such  sale  or  transfer  or  in  any  way  being  construed  as 
consenting  to  the  action,  or  vitiating,  discharging,  waiving, 
settling,  compromising,  modifying,  releasing,  or  granting  an 
extension  of  time,  of  any  liability  of  the  Mortgagor  hereunder  or 
of  any  condition  of  this  mortgage  or  accompanying  Note. 

Breach  of  this  mortgage  condition  shall  constitute  material 
breach  of  this  mortgage  affording  Mortgagee  all  the  rights 
provided  upon  breach,  including  Acceleration  of  the  Debt  as 
provided  in  paragraph  no.  12,  herein. 

5.  CONDEMNATION.  All  judgments,  decrees  and  awards  for 
injury  or  damage  to  the  Mortgaged  Property,  and  all  awards 
pursuant  to  proceedings  for  condemnation  thereof,  are  hereby 
assigned  in  their  entirety  to  Mortgagee  who  may  apply  the  same  to 
the  indebtedness  secured  hereby,  in  such  manner  as  it  may  elect 
and  Mortgagee  is  hereby  authorized  in  the  name  of  Mortgagor  to 
execute  and  deliver  valid  acquittances  for,  and  to  appeal  from, 
any  such  award,  judgment  or  decree. 
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6.  BREACH.  In  the  event  any  warranty  or  representation 
herein  contained  or  referred  to  is  untrue  or  incorrect;  or  in 
case  of  breach  of  any  covenant,  agreement,  provision,  or 
condition  contained  in  the  Deed  conveying  the  property,  or  in  the 
Note,  or  herein  contained  or  referred  to;  or  if  default  be  made 
in  making  any  payment  under  said  Note  (or  any  extension  or 
renewal  thereof),  or  any  payment  herein  provided  for;  or  if 
Mortgagor  be  declared  bankrupt  or  insolvent;  or  if  a  voluntary  or 
involuntary  petition  in  bankruptcy  be  filed  by  or  against  the 
Mortgagor,  or  if  a  debtor's  or  creditor's  petition  affecting  the 
mortgaged  property  and  filed  pursuant  to  provisions  of  the 
Bankruptcy  Act,  as  amended,  be  approved;  or  any  assignment  for 
the  benefit  of  any  creditor  is  made;  or  if  by  order  of  a  court  of 
competent  jurisdiction  a  receiver  or  liquidator  or  trustee  of  the 
Mortgagor  or  any  Maker,  guarantor  or  endorser  of  the  Note  shall 
be  appointed,  or  the  mortgaged  property  be  placed  in  the  control 
or  custody  of  any  court;  or  if  Mortgagor  abandons  any  of  the 
Mortgaged  Property,  then,  upon  any  of  said  events,  default  of  the 
mortgage  shall  have  occurred  and  the  entire  debt  secured  hereby 
shall  become  due  and  payable  at  the  option  of  the  holder  hereof 
without  need  of  prior  notice  to  the  Mortgagor. 

7.  MORTGAGE  RELEASE.  Upon  payment  of  all  indebtedness 
hereby  secured  and  full  performance  hereunder  by  Mortgagor, 
Mortgagee  shall  execute  and  deliver  to  Mortgagor,  within  sixty 
(60)  days  after  written  demand  therefor  by  Mortgagor,  a  release 
or  satisfaction  of  this  mortgage,  and  Mortgagor  hereby  waives  the 
benefits  of  all  statutes  or  laws  which  require  the  earlier 
execution  or  delivery  of  such  release  or  satisfaction  of 
Mortgagee. 

8.  PARTIAL  RELEASES  AND  NON  WAIVER.  Mortgagee  may  at  any 
time  and  without  notice  deal  in  any  way  with  Mortgagor,  or  grant 
to  Mortgagor  only  by  a  writing  executed  by  the  Administrator  of 
the  General  Services  Administration  or  his  authorized  designee 
and  duly  recorded  with  title  to  the  Mortgaged  Property,  any 
indulgence  or  forbearance  or  any  extension  of  the  time  for 
payment  of  any  indebtedness  secured  hereby,  or  may  release 
portions  of  the  mortgaged  property  from  the  lien  hereof,  without 
affecting  the  residual  liability  of  any  person  or  entity  for  the 
payment  of  the  indebtedness  secured  hereby,  or  the  lien  of  this 
mortgage  upon  the  remainder  of  the  mortgaged  property  for  the 
full  amount  of  the  indebtedness  then  remaining  unpaid. 

Any  forbearance  by  the  Mortgagee  in  enforcing  any  right  it  may 
have  under  this  mortgage  or  Note,  (including  Mortgagee's 
forbearance  following  any  event  of  default),  shall  not  be  relied 
upon  by  the  Mortgagor,  and  shall  not  constitute,  waiver  or 
release  of  any  such  right.  No  provision  of  this  mortgage  shall  be 
deemed  as  a  waiver  or  release  of  the  Mortgagor's  joint  and 
severable  liability  with  any  subsequent  party  holding  an  interest 
in  the  Mortgaged  Property  for  the  debt  secured  hereby. 
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9.  FORECLOSURE  COSTS  AND„ MORTGAGOR . .LIABILITIES .  If 
foreclosure  proceedings  are  commenced  hereunder,  the  Mortgagee 
shall  be  entitled  to  collect  all  costs  of  collection,  including 
but  not  limited  to,  attorneys'  fees,  litigation  costs, 
administrative  charges  and  expenses.  All  collection  costs  will  be 
added  to  the  liabilities  of  the  Mortgagor. 

As  anywhere  used  within  this  mortgage  instrument,  liabilities  of 
the  Mortgagor  shall  mean  and  include,  but  not  be  limited  to,  the 
outstanding  principal  debt  and  interest  accrued  thereon,  debt 
collection  costs  as  authorized  by  the  federal  Debt  Collection  Act 
of  1982  and  associated  federal  regulations,  and  any  and  all 
liabilities,  debto,  and  obligations  of  the  Mortgagor  to  the 
Mortgagee,  which  now  or  hereafter  may  exist,  of  each  and  every 
kind,  nature,  and  description,  arising  from  or  related  to  the 
Note,  this  mortgage,  or  the  deed  which  conveyed  title  of  the 
Mortgaged  Property  to  the  Mortgagee. 

10.  STATUTORY  CONDITIONS.  This  mortgage  is  upon  the 
Statutory  Condition  for  any  breach  of  which,  or  for  any  breach  of 
any  of  the  aforementioned  covenants,  agreements,  provisions,  or 
conditions,  the  holder  hereof  shall  have  the  Statutory  Power  Of 
Sale. 

In  the  case  of  a  foreclosure,  the  Mortgagee  is  hereby  authorized 
and  empowered  to  sell  the  Mortgaged  Property  at  public  auction  to 
the  highest  bidder  for  cash.  Said  Mortgagee  shall  have  full, 
free,  and  unrestricted  right  to  purchase  said  property,  or  any 
part  thereof  or  any  interest  therein,  if  it  is  the  highest  bidder 
therefor  at  such  sale.   Prior  to  a  foreclosure  being  completed, 
the  Mortgagee  shall  be  entitled  at  its  option  to  increase  the 
interest  rate  by  one  percent  (1%)  per  annum  on  the  unpaid  balance 
of  the  principal  for  any  period  of  time  in  which  a  payment  was 
due  and  not  paid,  in  addition  to  all  costs,  attorneys'  fees, 
charges  and  expenses  incurred. 

11.  MORTGAGOR  WAIVER.  Mortgagor  hereby  waives,  to  the 
extent  permitted  by  law,  all  stay,  appraisement,  exemption, 
redemption  and  moratorium  laws  now  in  force  or  which  may 
hereafter  become  laws. 

12.  ACCELERATION  OF  DEBT.  If  there  is  an  event  of  Default 
of:  the  conditions  of  the  Note,  or  conditions  and  covenants  in 
the  Deed  which  conveyed  the  Mortgaged  Property,  or  in  the 
performance  or  observance  of  any  other  term,  condition,  covenant 
or  agreement  of  this  Mortgage,  or  any  other  agreement  executed  in 
connection  with  any  one  or  more  of  the  foregoing,  and  any  such 
default  shall  not  have  been  cured  within  (30)  calendar  days  or 
any  expressed  grace  period  stated  therein  or  as  may  be  provided 
by  law,  whichever  is  longer,  then,  at  the  option  of  the 
Mortgagee,  the  entire  indebtedness  hereby  secured  shall  become 
immediately  due  and  payable  without  further  notice.  Without 
limiting  the  generality  of  the  foregoing,  failure  to  pay  the  full 
amount  of  ONE  MILLION  FIFTY  THOUSAND  DOLLARS  AND  ZERO  CENTS 
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($1,050,000.00)  on  or  before  December  31,  1992,  or  sale  or 
transfer  of  ownership  without  valid  consent  of  the  Mortgagee, 
shall  constitute  default. 

13.  FIRST  SECURED  INTEREST.  This  mortgage  shall  constitute  a 
first  mortgage  interest  and  first  secured  lien  on  the  Mortgaged 
Property.  Notwithstanding  the  foregoing,  the  Mortgagee  agrees, 
subject  to  the  conditions  and  limitations  expressed  below,  to  be 
coegual  (not  subordinate)  in  its  first  mortgage  and  lien 
interests  only  to  the  interests  of  Development  Bond  holders  which 
may  be  created  through  issuance  of  such  bonds  by  the  Mortgagor 
for  the  sole  purpose  of  commercial  development  of  the  Mortgaged 
Property. 

The  Mortgagee's  secured  interests  shall  be  coegual  with  said  bond 
holders  only  to  the  extent  that  the  Mortgagor's  debt  is  first 
satisfied  by  not  less  than  an  amount  egual  to  fifty  percent  (50%) 
of  the  outstanding  debt  at  time  of  distribution,  including 
accrued  interest  and  any  other  liabilities  of  the  Mortgagor  which 
may  then  exist  under  this  mortgage.  Under  no  circumstances  shall 
the  degree  of  coegual  status  agreed  to  herein  result  in  less  than 
fifty  percent  (50%)  of  said  outstanding  debt,  including  all 
liabilities,  being  secured  as  a  first  interest  against  the 
Mortgaged  Property. 

This  paragraph  no.  13  shall  apply  only  to  a  single  Development 
Bond  issuance  of  the  Mortgagor,  publicly  offered  for  sale  on  or 
before  twelve  (12)  months  from  the  date  of  executing  this 
mortgage.   As  used  herein,  "publicly  offered  for  sale"  shall  mean 
the  date  of  publication  of  notice  in  a  major  publication  that  a 
prospectus  is  available  for  the  subject  Development  Bonds.  This 
paragraph  no.  13,  affording  limited  coegual  status,  shall  not 
apply  to  any  other  form  of  lien  or  encumbrance  which  may 
subseguently  arise  against  the  Mortgaged  Property,  including 
without  limitation,  construction  mortgage  financing,  second 
mortgages,  or  mortgages  or  security  agreements  arising  from 
leasehold  interests. 

The  terms,  conditions  and  agreements  affording  coegual  status 
within  this  paragraph  no.  13  shall  automatically  expire  twelve 
(12)  months  from  the  date  of  executing  this  mortgage  if  said 
Development  Bonds  are  not  first  publicly  offered  for  sale,  or  at 
any  future  time  upon  redemption  of  said  Development  Bonds  by  the 
Mortgagor,  whereupon  Mortgagee's  mortgage  and  security  interests 
shall  remain  as  first  priority. 

14.  WITH  RECOURSE.  Nothing  contained  herein  or  in  the  Note 
shall  be  construed  to  limit  the  Mortgagee's  right  to  bring  an 
action  for  deficiency  under  the  Note  following  any  foreclosure, 
or  to  bring  an  action  of  any  nature  to  recover  Mortgagee's 
damages  for  breach  or  to  enforce  the  conditions  of  this  mortgage, 
the  Note  or  the  deed  which  conveyed  title  to  the  Mortgaged 
Property. 
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15.  TERMINOLOGY.  The  terms  used  to  designate  any  of  the 
parties  herein,  shall  be  deemed  to  include  the  heirs, 
representatives,  successors  and  assigns  of  such  parties;  and  the 
term  "Mortgagee"  shall  also  include  any  lawful  owner,  holder  or 
pledgee  of  any  indebtedness  secured  hereby. 

Whenever  the  context  hereof  requires,  reference  herein  made  to 
the  singular  number  shall  be  understood  as  including  the  plural, 
and  likewise  the  plural  shall  be  understood  as  including  the 
singular;  words  denoting  sex  shall  be  construed  as  including  the 
masculine,  feminine,  and  neuter,  when  such  construction  is 
appropriate,  and  specific  enumeration  shall  not  exclude  the 
-eneral  but  shall  be  considered  as  cumulative.  Titles  to 
paragraphs  are  for  convenience  only,  and  are  not  to  be  afforded 
any  legal  meaning  or  used  to  interpret  the  conditions  herein 

16.  SEVERABLE.  The  unenforceability  or  invalidity  of  any 
one  or  more  provisions,  clauses,  sentences  and/or  paragraphs  of 
this  mortgage  are  severable,  and  shall  not  render  any  other 
provisions,  clauses,  sentence  and/or  paragraphs  herein  contained 
unenforceable  or  invalid. 

17.  LAW  GOVERNING.  To  the  extent  permitted  by  federal  law, 
which  shall  have  priority,  this  instrument  shall  be  governed  by 
the  laws  of  the  State  of  Massachusetts. 

18.  BINDING  ON  SUCCESSORS.  This  mortgage  shall  be  binding 
upon  the  Mortgagor  and  the  Mortgagor's  heirs,  executors, 
administrator,  representatives,  successors  and  assigns,  and  shall 
inure  to  the  benefit  of  the  Mortgagee  and  the  Mortgagee's 
successors  and  assigns. 

19.  MORTGAGE  AMENDMENT.  No  amendment  or  modification  to 
this  mortgage  instrument  shall  be  valid  unless:  (i)  upon  a 
writing  expressly  setting  forth  the  intent  to  so  amend  or  modify, 
and  (ii)  executed  by  the  Administrator  of  the  General  Services 
Administration  or  his  authorized  designee  as  Mortgagee,  and  (ill) 
recorded  in  the  place  where  title  to  the  Mortgaged  Property  is 
recorded. 

20.  CERTIFICATION  AND  WARRANTY.  By  executing  and  delivering 
this  mortgage  the  Mortgagor  hereby  certifies  and  warrants  that  it 
has  thoroughly  reviewed  the  state  of  recorded  title  to  the 
Mortgaged  Property,  and  taken  all  other  steps  necessary  to 
ascertain  the  accuracy  hereof.   Mortgagor  further  certifies  and 
warrants  that  Mortgagor,  at  time  of  executing  this  instrument,  is 
the  sole  owner  of  said  Mortgaged  Property,  free  and  clear  of  all 
voluntary  or  involuntary  liens,  encumbrances,  attachments, 
security  interests,  purchase  money  security  interests,  purchase 
and  sale  agreements,  assignments,  mortgages,  charges  or  other 
liens  or  encumbrances  of  any  nature  whatsoever,  with  the  sole 
exceptions  of:  (i)  the  conditions  within  the  deed  of  conveyance 
which  transferred  title  from  the  Mortgagee  to  Mortgagor,  and   u 
the  mortgage  and  promissory  note  granted  by  the  Mortgagor  to 
Mortgagee  upon  title  transfer  to  secure  the  purchase  money  debt . 
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The  Mortgagor  additionally  certifies  and  warrants  that  a 

Resolution  has  been  passed,  dated ,  which 

duly  authorizes  the  undersigned  person  to  execute  this  mortgage 
and  Note  on  behalf  of  the  Mortgagor. 

Mortgagor  acknowledges  that  Mortgagee  has  accepted  this  mortgage 
and  Note,  and  released  and  surrendered  the  prior  Note  and 
mortgage  to  the  Mortgage  Property,  in  complete  and  sole  reliance 
on  the  accuracy  of  the  foregoing  certifications  and  warranties. 

IN  WITNESS  WHEREOF,  the  undersigned  , 

acting  in  his  official  capacity  as  , 


does  hereby  certify  that  he  has  the  requisite  authority  and  has 
fully  complied  with  all  procedures,  if  any,  to  bind  and  adhere 
the  Boston  Redevelopment  Authority  hereto,  and  does  hereby  set 
his  hand(s)  and  seal(s)  to  this  document  as  a  sealed  instrument 
on  this  day  of  ,  1992 


By: 


Print  Name 


Signed,  sealed  and  delivered       

in  the  presence  of:  Title 


ACKNOWLEDGMENT 


On  this  day  of  ,  1992,  in  the  town/city  of 

,  Massachusetts,  before  me  personally 

appeared  the  above  named  ,  known  to 

me  to  be  the  person  executing  this  instrument  containing  

pages,  including  attached  Schedule  A,  and  who  stated  before  me 
that  he/she  executed  this  instrument  as  his/her  free  act  and  deed 
on  behalf  of  the  Boston  Redevelopment  Authority. 


Notary 

My  Commission  Expires: 
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SCHEDULE  A 


The  Mortgaged  Property,  is  described  and  defined  as  used  in  this 
mortgage,  as  that  real  property  located  in  Boston,  Massachusetts, 
commonly  known  as  the  Boston  Custom  House,  as  conveyed  by  the 
grantor  United  States  of  America,  through  the  General  Services 
Administration,  to  the  Boston  Redevelopment  Authority  as  grantee, 
by  deed  dated  October  8,  1987,  and  recorded  in  the  Suffolk  County 

Registry  of  Deeds  at  Book  ,  Page  ;  and  further  described 

and  defined  as: 

Together  with  all  and  singular  the  tenements,  hereditaments,  and 
appurtenances  to  the  above-described  property  belonging,  or  in 
any  way  appertaining,  including  any  after-acquired  title  to  the 
premises  thereto,  and  also  together  with  all  right,  title,  and 
interest  of  Mortgagor  as  from  time  to  time  it  may  acquire  in  and 
to  any  and  all  buildings,  plants  and  improvements,  heating, 
lighting,  plumbing,  ventilating  and  air-conditioning  equipment, 
elevators  and  motors  therefor,  building  machinery,  sprinkler 
systems,  fixtures,  equipment  and  other  like  property  now  or 
hereafter  owned  by  Mortgagor  or  any  successor  in  title,  together 
with  any  and  all  replacements  thereof,  shall  be  deemed  a  portion 
of  the  security  for  the  indebtedness  herein  mentioned  and  secured 
by  this  mortgage,  and  all  of  the  such  property  hereinbefore 
mentioned  is  hereinafter  designated  as  said  "Mortgaged 
Property".  Notwithstanding  the  foregoing,  none  of  the  aforesaid 
shall  be  deemed  as  subject  to  this  mortgage  unless  attached  to 
and  forming  part  of  the  real  estate  hereinabove  described  and 
provided  further,  that  the  same  shall  not  be  deemed  under  any 
circumstances  to  include  movable  personal  property  used  in 
connection  with  the  business  conducted  on  the  premises. 
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PROMISSORY  NOTE 


PRINCIPAL   NINE  MILLION  NINE  HUNDRED    LOCATION:  Custom  House 

AMOUNT      THOUSAND  DOLLARS  McKinley  Square 

$9,900,000.00  Boston,  MA 

DATE: 


FOR  VALUE  RECEIVED,  the  undersigned  promises  to  pay  to  the 
GENERAL  SERVICES  ADMINISTRATION,  or  order,  acting  for  and  on 
behalf  of  the  UNITED  STATES  OF  AMERICA,  (hereinafter  called 
"Payee"),  at  its  a  mailing  address  of  10  Causeway  Street,  Boston, 
Massachusetts,  02222,  or  at  such  other  place  as  Payee  shall 
designate,  the  principal  sum  of: 

NINE  MILLION  NINE  HUNDRED  THOUSAND  ($9,900,000.00)  DOLLARS  plus 
interest  of  six  (6%)  percent  per  annum. 

I.  The  term  of  this  Note  shall  be  thirty  years.   Payments  of 

interest  only  at  the  rate  of  six  percent  (6%)  per  annum  shall  be 

made  quarter  annually,  and  the  principal  sum  shall  be  due  in  full 

at  the  end  of  the  term.   This  Note  is  payable  in  installments  as 

follows: 

On  the  9th  day  of  October  1992,  the  sum  of  ONE  HUNDRED  forty 
EIGHT  THOUSAND  FIVE  HUNDRED  ($148,500.00)  DOLLARS  and  a  like 
amount  thereafter  on  each  successive  9th  day  of  January, 
April,  July,  and  October,  totalling  (120)  payments  over 
thirty  (30)  years,  and  ending  with  the  final  payment  due  on 
the  9th  day  of  July,  2022.   The  principal  sum  of  NINE 
MILLION  NINE  HUNDRED  THOUSAND  ($9,900,000.00)  DOLLARS  shall 
be  due  and  payable  in  full  on  the  9th  day  of  July,  2022. 

Additionally,  on  or  before  December  31,  1992,  the 
undersigned  shall  remit  to  Payee  a  onetime  lump  sum  payment 
in  the  amount  of  ONE  MILLION  FIFTY  THOUSAND  ($1,050,000.00) 
DOLLARS,  said  payment  is  in  addition  to,  and  shall  not 
reduce,  the  principal  debt  or  any  interest  payment  due 
commencing  October  9,  1992. 


II.  Principal  payments  in  addition  to  the  installments 
required  by  this  Note,  or  the  entire  unpaid  balance  due  hereon 
may  be  made  at  any  time  prior  to  maturity  without  premium  or 
penalty.   Such  additional  principal  payments  shall  not  defer  the 
due  date  nor  reduce  the  amount  or  amounts  of  any  installments 
herein  required  to  be  paid  and  shall  be  applied  in  inverse  order 
of  maturity. 

Notwithstanding  the  foregoing,  at  the  option  of  the 
undersigned,  and  upon  prior  written  notice  to  Payee,  quarter 
annual  payments  commencing  in  year  twenty  (20)  may  include 
installments  of  principal  and  interest  sufficient  to  fully 
amortize  the  debt  by  year  thirty  (30),  without  premium  or 
penalty. 

III.  This  Note  shall  immediately  become  due  and  payable 
without  notice  or  demand,  upon  default  or  breach  of:  (i)  any 
provision  of  this  Note,  or  (ii)  any  provision  of  the  mortgage  of 
even  date  herewith  and  identified   below  at  paragraph  IV, 
executed  by  the  undersigned  as  Mortgagor  and  the  Payee  as 
Mortgagee  to  secure  this  Note,  or  (iii)  any  condition  of  the  deed 
which  conveyed  the  real  property  securing  this  Note  from  Payee  as 
grantor,  to  the  undersigned  as  grantee,  and  recorded  in  the 

Suffolk  County  Registry  of  Deeds  at  Book  ,  Page  .   The 

terms  and  conditions  of  the  aforementioned  mortgage  and  deed  are 
incorporated  herein  by  reference  in  their  full  text,  with  said 
terms  and  conditions  being  cumulative  with  the  terms  and 
conditions  of  this  Note,  but  with  second  priority,  should  a 


conflict  in  interpretation  arise. 

This  Note  shall  also  immediately  become  due  and  payable 
without  notice  or  demand,  upon:  the  appointment  of  a  receiver  or 
liquidator,  whether  voluntary  or  involuntary,  for  the  undersigned 
or  for  any  of  its  property  wherever  situated,  or  upon  the  filing 
of  a  petition  by  insolvency  law  or  under  the  provisions  of  the 
federal  Bankruptcy  Act(s)  then  in  effect,  or  upon  the  making  by 
the  undersigned  of  an  assignment  for  the  benefit  of  its 
creditors.   Furthermore,  Payee  is  authorized  to  declare  this  Note 
immediately  due  and  payable  upon  the  occurrence  of  any  of  the 
following  events: 

(1)  failure  to  pay  any  installment,  or  interest,  or  the  lump 
sum   payment  due  by  December  31,  1992,  within  ten  (10) 
calendar  days  after  the  due  date  thereof;  or 

(2)  the  reorganization,  or  merger  or  consolidation  of  the 
undersigned  or  the  making  of  any  agreement  therefor, 
without  the  prior  written  consent  of  Payee;  or 

(3)  the  undersigned's  failure  duly  to  account  to  Payee's 
satisfaction,  at  such  time  or  times  as  Payee  may 
require,  for  any  of  the  mortgaged  property,  or  proceeds 
thereof  coming  into  the  control  of  the  undersigned;  or 

(4)  the  institution  of  any  suit  affecting  the  undersigned 
deemed  by  Payee  to  affect  adversely  its  interests 

hereunder  in  the  mortgaged  property  or  otherwise. 

Upon  this  Note  becoming  due  and  payable,  and  the 
undersigned's  failure  to  promptly  remit  the  debt  in  full  which 
ultimately  requires  a  deficiency  action  under  this  Note  to  be 
undertaken,  the  Payee  shall  be  entitled  to  recover  as  additional 
liabilities  of  the  undersigned:  (i)  all  accrued  interest  on  the 
outstanding  debt  until  such  debt  is  fully  satisfied,  with 
interest  calculated  at  six  percent  (6%)  per  annum  or  at  the 


interest  rate  then  established  by  the  Treasurer  of  the  United 
States  pursuant  to  the  Debt  Collection  Act  of  1982  or  successor 
authority,  whichever  is  greater;  and  (ii)  attorney  fees,  legal 
costs,  and  administrative  charges  and  expenses;  and  ( iii )  all 
other  reasonable  expenses  of  the  Payee  incurred  in  relation  to 
recovery  of  the  outstanding  debt  and  liabilities  of  the 
undersigned.  Nothing  contained  within  this  Note  shall  be 
construed  to  limit  the  Payee's  right  to  prosecute  a 
deficiency  action  for  collection  of  all  outstanding  debts  and 
liabilities  of  the  undersigned. 

Forbearance  to  exercise  its  rights  under  this  paragraph,  or 
any  action  by  Payee,  shall  not  constitute  a  waiver  or  release  of 
its  rights  nor  be  relied  upon  by  the  undersigned  as  a  waiver  or 
release  thereof. 

IV.  This  Note  is  secured  by  a  real  estate  mortgage  of  even 
date  herewith,  on  certain  real  estate  located  in  McKinley  Sguare, 
City  of  Boston,  County  of  Suffolk,  Commonwealth  of  Massachusetts, 
and  commonly  known  as  the  Boston  Custom  House,  granted  by  deed 
from  Payee  and  recorded  in  the  Suffolk  County  Registry  of  Deeds 
at  Book  ,  Page  . 

V.  The  undersigned  executing  this  Note  hereby  certifies  and 
warrants  that  he  or  she  has  the  requisite  authority,  and  has 
complied  with  all  procedures,  if  any,  to  bind  and  adhere  the 


Boston  Redevelopment  Authority  to  the  terms  and  conditions  of 
this  Note. 

The  Boston  Redevelopment  Authority 
an  instrumentality  of  the  City  of 
Boston,  Massachusetts, 


By: Date 

Print  Name : 

Title:  

Address:  One  City  Hall  Square 
Boston,  MA  02201 


Witnesses : 
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REDEVELOPMENT 

AUTHORITY 

Raymond  L.  Flynn 
Clarence  I  lones 

~ililirnfilfl 

Paul  L  Barren 


One  utv  Hall  Square 
B"St.>n.  MAi'220! 
TEL    ri|7i  722-4300 
F\\     rtl7. 3H7-5916 


November  5,  1992 


Mr.  Earl  E.  Jones 

Commissioner 

General  Services  Administration 

Federal  Property  Resources  Service 

Washington,  D.C.    20405 


Dear  Mr.  Jones: 

As  you  are  aware,  the  Boston  Redevelopment  Authority  (BRA)  has  worked  with  the 
General  Services  Administration  (GSA)  for  over  a  year  to  restructure  the  BRA's  debt 
to  the  GSA  resulting  from  the  purchase  of  the  Custom  House  in  1987.  The  principal 
goals  in  restructuring  the  BRA's  debt  are  to  preserve  the  value  to  the  GSA  of  the 
original  sale  terms  and  to  establish  a  payment  schedule  which  is  within  the  limits  of 
both  the  BRA's  resources  and  of  the  project's  ability  to  service  debt  out  of  cash  flow. 

The  redevelopment  of  the  Custom  House  is  a  top  priority  for  the  City  of  Boston  as  it 
will  revitalize  the  lower  end  of  State  Street,  add  to  the  city's  lodging  capacity,  and 
provide  additional  jobs  for  our  citizens.   It  is  in  the  GSA's  interest  as  well,  since  it  is 
only  when  a  feasible  redevelopment  of  the  Custom  House  is  assured  that  the  GSA  is 
likely  to  realize  its  value  from  the  1987  sale. 

We  particularly  appreciate  all  your  efforts  to  accomplish  the  debt  restructuring  as 
outlined  in  your  letter  dated  April  23,  1992.   As  Director,  I  want  to  reiterate  the 
BRA's  commitment  to  close  the  debt  restructuring  with  the  GSA  by  negotiating  terms 
which  are  acceptable  to  all  parties.   However,  it  has  come  to  our  attention  that,  in 
addition  to  the  debt  restructuring,  the  participation  of  the  GSA  is  also  required  in  the 
historic  review  process  for  the  Custom  House  as  set  forth  in  Section  106  of  the 
National  Historic  Preservation  Act.  This  fact  is  reflected  in  the  transfer  documents 
for  the  Custom  House. 
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Although  the  plans  for  the  renovation  of  the  Custom  House  include  the  restoration  of 
the  Custom  House's  architectural  features  which  give  it  much  of  its  historic 
significance,  there  is  one  element  of  the  redevelopment  plan  which  requires  the 
particular  attention  of  the  GSA  with  respect  to  its  role  within  the  Section  106  process. 
In  today's  real  estate  market,  the  Custom  House  is  by  itself  too  small  to  be 
economically  feasible  for  any  use.   Therefore  its  conversion  to  a  hotel  is  planned  in 
conjunction  with  the  conversion  of  the  adjacent  131  State  Street  building,  which 
together  with  the  Custom  House  will  constitute  a  single  hotel  property  with  enough 
rooms  to  be  economically  feasible. 

Given  this,  a  physical  connection  between  the  two  buildings  is  required  which 
minimizes  inconvenience  to  hotel  guests  and  which  is  consistent  in  scale  and 
character  with  the  level  of  improvements  in  the  hotel.   The  proposed  location  of  the 
connector  is  at  the  second  floor  level  (in  the  form  of  a  small  bridge  over  India  Street) 
from  the  new  lobby  addition  at  the  front  of  the  131  State  Street  building  to  the 
Custom  House's  front  door  at  the  west  portico.   For  your  information,  a  plan 
depicting  the  proposed  connector  is  attached. 

After  much  study  and  evaluation  by  the  developer  and  the  BRA,  it  was  determined 
that  this  location  is  markedly  superior  to  any  alternative  location  for  the  connector 
structure.  The  proposed  connector  was  approved  in  concept  by  both  the  Boston 
Landmarks  Commission  and  the  Massachusetts  Historical  Commission.  However, 
following  objections  presented  by  the  National  Trust  for  Historic  Preservation,  the 
Advisory  Council  onjjistoric  Preservation  (ACHP)f  whose  participation  is  also_ 
required  in  the  Custom  House  transfer  documents,  issued  a  letter  dated  July  29,  1992 
(attached),  urging  the  GSA  to  consider  alternatives  to  the  above-grade  bridge 
connector.   The  ACHP  has,  however,  in  the  same  letter  deferred  to  the  GSA 
regarding  the  final  determination  of  whether  it  is  in  the  public's  interest  to  allow  the 
connector  to  oe  constructed  as  proposed. 

A  meeting  was  held  on  September  22,  1992  with  representatives  of  the  GSA  (Messrs 
Buckley  and  Martin  of  the  Washington  office  and  Mr.  Ausiello  of  the  Boston  office) 
regarding  the  GSA  sign-off  on  the  proposed  connector.  BRA  staff  was  informed  that 
a  public  process  conducted  by  Mr.  Dale  Lanzone  of  the  GSA  will  conclude  with  a 
determination  by  the  GSA  regarding  the  connector.   If  the  GSA  determines  that  the 
connector  is  permissible,  then  minor  modifications  to  the  transfer  documents  will  be 
required. 

Since  the  proposed  Custom  House  redevelopment  is  not  likely  to  proceed  without  the 
connector,  and  since  the  resolution  of  the  connector  issue  will  enhance  the  project's 
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ability  to  attract  debt  and  equity  by  lessening  its  permitting  risk,  it  is  in  the  interest 
of  all  parties  to  have  this  issue  settled.   Because  of  the  importance  of  the  connector  to 
the  Custom  House  project  we  propose  that  the  closing  of  the  debt  restructuring, 
which  still  requires  some  legal  work  between  our  agencies,  occur  as  soon  as  the  GSA 
can  complete  all  actions  related  to  making  a  determination  on  the  proposed  second 
floor  connector  between  the  Custom  House  and  the  adjacent  131  State  Street  building, 
including  all  modifications  to  the  transfer  documents  which  may  be  required  as  a 
result  of  that  determination. 


^6Ul*-£ 


If 


Paul  L.  Barrett 
Director 


attachments 


cc:        George  L.  McGoldrick,  Beal  Co. 
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Council  On 

Historic 

Preservation 


The  Old  Post  Office  Building 

1100  Pennsylvania  Avenue.  MW.  #809 

Washington.  DC  20004 


July  29,  1992 

Honorable  Richard  G.  Austin 

Administrator 

General  Services  Administration 

18th  and  F  Streets,  Northwest 

Washington  D.C.  20405 

Dear  Mr.  Austin: 

In  1987,  the  General  Services  Administration  (GSA)  sold  the  U.S. 
Custom  House  in  Boston,  Massachusetts,  to  the  Boston 
Redevelopment  Authority  (BRA) .   The  Custom  House  is  listed  on  the 
National  Register  of  Historic  Places  and  accordingly  GSA  complied 
with  the  requirements  of  Section  106  of,  the  National  Historic 
Preservation  Act  of  1966  (16  U.S.C.  Se«.  470(f)).   As  a  result  of 
the  Section  106  process,  conditions  were  developed  to  ensure  the 
long-term  preservation  and  sensitive  rehabilitation  of  this 
important  property.   In  particular,  a  covenant  to  the  deed  of 
transfer  required  that  all  rehabilitation  work  on  the  building 
would  be  carried  out  in  accordance  with  the  Secretary  of  the 
Interior's  "Standards  for  Rehabilitation  and  Guidelines  for 
Rehabilitating  Historic  Buildings."   A  subsequent  Memorandum  of 
Agreement  (MOA)  among  GSA,  BRA,  the  Massachusetts  State  Historic 
Preservation  Officer  (SHPO)  and  the  Council  clarified  how  the 
preservation  covenants  would  operate. 

In  June,  1991,  the  Council  received  BRA's  Draft  Project  Impact 
Report  for  the  proposed  redevelopment,  to  be  undertaken  by  The 
Beal  Companies  and  Inter-Continental  Hotels.   The  proposed 
project  would  jointly  develop  the  Custom  House  and  the  Board  of 
Trade  Building,  immediately  across  the  street,  as  a  340-room 
luxury  hotel.   An  essential  element  of  the  project  is  a  connector 
between  the  two  buildings.   The  BRA  proposal  calls  for  an  above- 
ground  connector,  entering  the  main  facade  of  the  Custom  House  on 
the  second  floor  at  the  top  of  the  monumental  staircase. 

The  Council  advised  BRA  that  the  proposed  connector  would  have  an 
adverse  effect  on  the  Custom  House.  Accordingly,  by  failing  to 
conform  to  the  Secretary's  Standards  and  Guidelines,  the  proposal 
would  not  conform  to  the  deed  covenant  or  the  MOA.   After 


extended  consultation  with  BRA  and  the  SHPO,  it  became  clear  that 
BRA  and  the  developer  would  not  accept  a  below-ground  connector, 
the  only  alternative  that  would  conform  to  the  Secretary's 
Standards  and  Guidelines.   The  Council  therefore  determined  that 
further  consultation  would  not  be  productive  and  that  the  Council 
would  provide  formal  comments. 

Findings 

Based  on  its  review  of  this  matter,  the  Council  has  arrived  at 
the  following  findings: 

Significance 

The  Custom  House  is  a  historic  property  of  exceptional 
importance.   As  BRA  itself  notes,  it  is  "one  of  the  most 
historically  significant  and  prominent  buildings  in  the  City  of 
Boston."   Central  to  Boston's  19th-century  commercial  life,  it  is 
also  the  only  surviving  work  in  Boston  of  the  noted  architect 
Ammi  Burnham  Young.   The  1912  tower  addition  enhanced  its 
importance,  as  a  symbol  of  the  Federal  government's  presence  in 
the  community  and  as  Boston's  first  skyscraper.   It  unique 
dominance  of  the  Boston  skyline  for  nearly  half  a  century  has 
made  it  a  symbol  of  the  city.   Indeed,  the  Custom  House  may 
warrant  designation  as  a  National  Historic  Landmark. 
Accordingly,  the  Federal  government  should  do  all  it  can  to 
preserve  the  Custom  House's  significant  features. 

Suitability  of  the  Proposal 

Economically  viable  reuse  of  the  Custom  House  has  been  elusive 
and  challenging  to  BRA  and  the  Boston  preservation  community. 
The  current  proposal  for  redevelopment  as  the  focal  point  of  a 
luxury  hotel  is  essentially  compatible  with  the  historic 
character  of  the  Custom  House  and  can  be  achieved  in  a  manner 
that  enhances  the  building,  assuring  a  continued,  sensitive  use 
well  into  the  future.   BRA  is  to  be  commended  on  its  efforts  to 
bring  this  project  to  fruition. 

Effects  of  the  Undertaking 

For  the  most  part,  the  proposed  reuse  of  the  Custom  House  is 
sympathetic  to  the  significant  features  of  the  historic 
structure.   Treatment  of  important  interior  spaces  and  overall 
restoration  of  exterior  elements  are  consistent  with  applicable 
preservation  standards  and  will  enhance  the  building.   The  one 
exception  is  the  treatment  of  the  connector  between  the  Custom 
House  and  the  Board  of  Trade  Building.   The  Custom  House  is  a 
monumental  structure,  designed  to  be  viewed  from  all  four  sides 
as  a  free-standing  composition.   The  introduction  of  the  above- 
ground  connector,  entering  the  building  at  the  top  of  the  massive 
staircase,  is  out  of  keeping  with  the  architectural  character  of 


the  building  and  compromises  the  perception  of  the  Custom  House 
as  an  independent  entity.   The  fact  that  the  connector  is 
designed  to  be  removable  at  some  time  in  the  future  does  not 
diminish  its  impact  on  the  integrity  of  the  building. 
Accordingly,  the  above-ground  connector  constitutes  an  adverse 
effect  on  the  Custom  House  and,  as  such,  does  not  conform  to  the 
requirements  of  the  deed  covenants  or  the  MOA. 

Alternatives 

While  there  are  technical  and  operational  constraints  on  the 
development  without  an  above-ground  connector,  alternatives  do 
exist.   They  involve  either  modifying  the  use  and  circulation 
plans  for  the  hotel  or  employing  an  underground  connector. 
Several  alternatives  are  detailed  in  the  enclosed  study,  Custom 
House-Boston  Feasibility  Report,  prepared  by  Reed  &  Barba 
Architects  and  Swift  Engineering  for  the  Boston  Preservation 
Alliance  and  the  New  England  Chapter  of  the  Society  of 
Architectural  Historians.   These  alternatives  are  technically 
feasible.   Given  the  significance  of  the  Custom  House  and  the 
severity  of  the  impact  of  the  above-ground  connector  on  its 
historic  features,  they  warrant  the  highest  degree  of  careful 
consideration . 

Recommendations 

Based  on  these  findings,  the  Council  redommends  that  GSA  work 
with  BRA  and  the  developer,  along  with  the  SHPO,  BLC  and 
interested  preservation  organizations,  to  devise  an  alternative 
which  avoids  the  adverse  effects  of  an  above-ground  connector. 
To  this  end,  GSA  should  consider  whether  the  Federal  interest  in 
the  long-term  preservation  of  the  Custom  House  warrants 
renegotiation  of  the  original  sales  price  of  the  building,  as  an 
incentive  to  modifying  the  connector  design. 

Only  in  the  event  that  GSA  independently  determines  the  public 
interest  lies  in  accepting  the  above-ground  connector  should  it 
agree  to  modify  the  deed  covenants  and  MOA  so  that  such  a 
connector  can  be  built. 

The  Council  appreciates  your  consideration  of  its  comments  and 
looks  forward  to  being  advised  of  your  action  in  response  to 
these  recommendations. 

Sincerely  yours, 


k$txo» 


Jfban  W.    Stein 
Lee  Chairman 
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November  13,  1992 


Mr.  Richard  G.  Austin 

Administrator 

General  Services  Administration 

GSA  Building,  Room  6137 

18th  and  F  Streets,  N.W. 

Washington,  D.C   20405 


Dear  Mr.  Austin: 

We  are  in  receipt  of  a  letter  dated  November  9,  1992  from  Commissioner  Jones  regarding 
the  Custom  House  debt  restructuring.   As  the  rehabilitation  of  the  Custom  House  is  a 
top  priority  to  the  BRA,  the  BRA  has  endeavored  to  be  responsive  to  all  correspondence 
from  the  GSA,  most  recently  with  a  letter  to  Mr.  Jones  on  November  5,  1992  (a  copy  of 
which  is  attached).   In  that  letter  we  stated  that  it  is  necessary  to  complete  the  Section 
106  historic  review  process  with  the  GSA  with  respect  to  the  proposed  bridge  connection 
between  the  Custom  House  and  the  131  State  Street  building  and  obtain  development 
commitments  before  closing  on  the  financial  restructuring  with  you. 

As  you  know,  the  BRA's  purchase  of  the  Custom  House  in  1987  was  predicated  upon  the 
redevelopment  of  the  property  being  carried  out  under  a  long-term  lease  agreement  by  a 
private  developer  who  would  also  assume  the  debt  to  the  GSA.   Because  of  market 
conditions,  a  feasible  redevelopment  proposal  has  not  been  closed.   In  the  current  real 
estate  market  the  redevelopment  of  the  Custom'  House  is  not  likely  to  be  feasible  except 
as  a  luxury  hotel  developed  in  conjunction  with  the  131  State  Street  building.   For  a 
variety  of  reasons,  an  above-grade  connection  between  the  two  buildings  for  the 
convenience  of  hotel  guests  is  required.   This  connection,  which  was  not  contemplated  in 
1987,  is  not  permitted  by  the  restrictive  language  placed  in  the  transfer  documents. 

As  you  are  aware,  the  Advisory  Council  on  Historic  Preservation,  by  letter  of  July  29, 
1992  requested  GSA  participation  in  resolving  the  connector  issue  in  the  context  of  the 
1987  deed  from  the  GSA  to  the  BRA.   Ordinarily,  the  issue  would  have  been  resolved  in 
the  Section  106  process  customarily  completed  prior  to  the  disposition  by  the  GSA  of  arrv 
historic  property~"In  the  instance  of  the  Custom  House,  the  GSA  avoided  tne  delay 
whichtn"e~5ection  106  process  would  have  caused  and  instead  placed  additional 
regulatory  language  in  the  transfer  documents.   These  steps  were  strenuously  objected 
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to  at  the  time  by  the  State  Historic  Preservation  Officer.   The  restrictions  which  were 
built  into  the  trflngfpr  documents  now  add  a  great  deal  of  uncertainty  to  the  approvals 
process  for  the  project  as  currently  proposed. 

Since  the  connector  structure  has  become  a  sine  qua  non  for  the  Custom  House  project  to 
proceed  and  because  the  BRA  cannot  meet  renegotiated  terms  absent  a  feasible 
redevelopment  with  a  fully  committed  developer,  hotel  operator,  and  lender,  we  must 
repeat  the  BRA's  and  thpjjty's  position  thajjhe  financial  restructuring  of  the  Custom 
House  should  not  occur  until  the  Section  106  process  with  respect  to  the  connector  is 
Xesolved  and  the  commitments  to  develop,  finance,  and  operate  the  new  hotel  are  in 
place. 


In  addition,  as  was  stated  to  GSA  staff  during  our  negotiations,  and  as  was  understood 
at  the  time,  the  refinancing  of  the  BRA's  debt  must  allow  the  new  project  financing  to 
enjoy  a  pari  passu  position  with  the  GSA  note//and  must  be  non-recourse  in  nature. 
Without  these  provisions,  the  project  will  be  unable  to  obtain  financing  and  proceed. 
Finally,  the  lump  sum  payment  to  the  GSA  of_$]_,050,000  must  be  paid  at  the  closing  of_ 
the  project  financing. 

The  Custom  House  is  a  historic  building  of  national  significance.  The  BRA  has  worked 
long  to  achieve  a  feasible  reuse  of  this  important  landmark.  To  date,  the  BRA  has  paid 
the  GSA  over  $4.6  million  in  payments  under  the  original  note,  and  has  expended 

substantial  sums  in  holding  the  property  and  planning  its  redevelopment.   Onrp  trip  GSA 

resolves  the  issues  related  to  the  connector  structure  outlined  above,  we  look  forward  to 
proceeding  with  the  financial  restructuring  under  rhp  fprmc  »;p  haw  previously  agreed 
upon.   As  the  resolution  of  the  issues  concerning  the  historic  Custom  House  is  of  utmost 
Importance  to  the  City,  I  am  ready  and  willing  to  meet  with  you  at  your  convenience  to 
address  these  issues. 

Sincerely, 

Paul  L.  Barrett 
Director 


attachments 


cc:   Earl  E.  Jones,  GSA  (w/encl.) 

George  L.  McGoldrick,  Beal  Cos.  (w/encl.) 


NOV  20  '92  09:06AM  MASS  HISTORICAL  COMM 


P.l 


November  19,  1992 


Juan  Loveluck 

Boston  Redevelopment  Authority 

Boston  City  Hall 

One  City  Hall  Square 

Boston,  MA   02201 

RE:   United  States  Custom  House,  Boston,  MA 

Dear  Mr.  Loveluck: 


This  letter  is  to  clarify  the  po 
Commission  regarding  the  use  of 
Custom  House  and  131  State  Stree 
an  Inter- continental  Hotel.  Thi 
meeting  on  September  22,  1992  be 
General  Services  Administration, 
Redevelopment  Authority,  Jung  Br 
and  in  prior  conversations  with 
Historic  Preservation,  Both  bui 
Registers  of  Historic  Places;  in 
Landmark . 


sition  of  the  Massachusetts  Historical 
an  above-ground  bridge  to  connect  the  former 
t  as  part  of  their  rehabilitation  and  reuse  as 
s  position  was  previously  discussed  in  a 
tween  MHC  staff  and  representatives  o£  the 

the  Boston  Landmarks  Commission,  the  Boston 
annen  Associates,  Inc.,  and  the  Beal  Companies 
the  above  parties  and  the  Advisory  Council  on 
ldings  are  listed  in  tha  State  and  National 

addition,  the  Custom  House  is  a  Local 


The  MHC  considers  that  the  connector  will  have  an  adverse  effect  on  the 
significant  architectural  features  of  tha  Custom  House,   However,  the  MHC 
understands  the  lack  of  prudent  and  feasible  alternatives  and  concurs  that  the 
connector  is  necessary  for  the  viable  reuse  of  the  Custom  Hou.3e  as  a  hotel 
The  MHC  conceptually  agrees  with  the  reasoning  and  findings  of  the  Boston 
Landmarks  Commission  and  accepts  the  proposed  connector  with  the  understanding 
that  the  bridge  will  be  designed  and  constructed  to  maximize  its  reversibility 
should  its  removal  be  an  option  at  a  future  date. 


Massachusetts  Historical  Commission.  Judith  B.  McDonough,  Executive  Director,  State  Historic  Preservation  Officer 
80  Boylston  Street,  Boston,  Massachusetts  02116     (617)  727-8470 

Office  of  the  Secretary  of  State,  Michael  J.  Connolly,  Secretary 
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These  comments  are  provided  to  assise  in  compliance  with  Section  106  of  the 
National  Historic  Preservation  Act  of  1966,  as  amended  (36  C?R  800). 

If  you  have  additional  questions,  please  contact  Allen  Johnson  or  me. 

Sincerely, 

luliith  B.  McDonough 

fecutive  Director 
State  Historic  Preservation  Officer 
Massachusetts  Historical  Commission 

cc:  Advisory  Council  on  Historic  Preservation 
Boston  Landmarks  Commission 
Boston  Redevelopment  Authority 
Boston  Preservation  Alliance 
The  Beel  Companies,  Inc. 


} 


MEMORANDUM 

TO:  CHRIS  CANAVAN  AND  RALPH  DeACETIS,  COOPERS  &  LYBRAND 

FROM:  PAUL  McCANN  AND  JUAN  LOVELUCK,  BOSTON  REDEVELOPMENT 

AUTHORITY 

DATE:  JUNE  29,  1992 

RE:  CUSTOM  HOUSE  INTER-CONTINENTAL  HOTEL  PROJECT 


As  we  discussed  at  our  meeting  on  June  24,  enclosed  please  find  materials  from  the 
Custom  House  project  file.   Below  is  a  listing  of  the  materials  which  we  are  transmitting 
to  you. 


General  Information 


a.  Fact  Sheet  dated  January  14,  1992. 


Project  Costs  and  Financing 

a.  Area  Calculations  and  Hotel  Room  Count 

Preliminary  Development  Program  (both  prepared  by  Jung/Brannen) 

b.  Construction  cost  estimates  dated  May  16,  1991,  prepared  by  Turner 
Construction  Company. 

c.  Development  and  operating  pro  formas  prepared  by  the  Beal  Companies 
and  dated  June  15,  1992. 

d.  Preliminary  Term  Sheet  for  tax-exempt  bond  issue  prepared  by  First  Boston 
and  dated  January  9,  1992. 

e.  Summary  of  Hotel  Management  Agreement  modifications  required  for  tax- 
exempt  financing. 

f.  Project  Review  Statement  dated  February  21,  1991,  submitted  by  the  Beal 
Companies  to  EDIC  for  Boston  Industrial  Development  Finance  Agency 
tax-exempt  financing. 


3.  Development  Entity  Correspondence 

a.  Letter  from  ESLP  to  the  Beal  Companies  dated  September  30,  1991 
regarding  ESLP's  participation  in  the  project. 

b.  Letter  from  Inter-Continental  Hotels  to  the  Beal  Companies  dated  October 
3,  1990,  regarding  Inter-Continental  Hotels'  participation  in  the  project. 


Hotel  Market  Studies 

a.  Berins  and  Company  Boston  Hotel  Market  Study  dated  October,  1990. 

b.  Pannell  Kerr  Forster  update  of  Berins  Hotel  Market  Study  dated  January  8, 
1992. 

c.  BRA  Boston  Hotel  Market  Study  dated  June,  1992. 


Project  Approvals  to  Date 

a.  Boston  Landmarks  Commission  Conceptual  Approval  vote  dated 
September  25,  1991. 

b.  Massachusetts  Historical  Commission  letter  dated  October  12,  1991, 
concurring  with  Boston  Landmarks  Commission  vote. 

c.  Massachusetts  Historical  Commission  letter  dated  October  11,  1990, 
approving  BRA  demolition  and  clean-out  work  of  Custom  House  to 
prepare  for  construction  activity. 

d.  Boston  Civic  Design  Commission  vote  approving  project's  schematic  design 
taken  April  2,  1991,  and  Boston  Civic  Design  Commission  briefing  package. 

e.  Public  Improvement  Commission  vote  taken  February  14,  1991  approving 
building  connection  and  India  Street  reconfiguration. 

f.  Environmental  Notification  Form  filed  with  MEPA  (begins  environmental 
review  process  at  the  state  level). 

g.  MEPA  Certificate  on  the  Environmental  Notification  Form  dated  December 
7,  1990,  waiving  the  requirement  for  an  Environmental  Impact  Report  (this 
document  concludes  the  environmental  review  at  the  state  level). 

h.         Project  Notification  Form  dated  November,  1990,  filed  with  the  Boston 

Redevelopment  Authority  (this  document  begins  the  environmental  review 
process  at  the  City  level). 


Final  Project  Impact  Report  dated  September  20,  1991. 

Adequacy  Determination  dated  December  2,  1991,  issued  by  the  Boston 
Redevelopment  Authority  (this  document  concludes  the  environmental 
review  at  the  City  level). 


6.  Legal  Agreements 

a.  Lease  Commencement  Agreement  between  Boston  Redevelopment 
Authority  and  the  Beal  Companies,  dated  December  21,  1990. 

b.  Letter  Agreement  dated  May  26,  1992,  extending  Lease  Commencement 
Agreement  until  December  15,  1992. 

c.  Lease  draft  dated  July  7,  1991. 

d.  Transportation  Access  Plan  Agreement  draft. 

e.  Letter  Agreement  dated  November  27,  1990  regarding  license  for  early 
entry  for  the  Beal  Companies. 


Boston  Redevelopment  Authority  Board  Memoranda 

a.  All  Board  Memoranda  regarding  the  Custom  House  project  approved  by 

the  Boston  Redevelopment  Authority  Board  of  Directors  since  the  purchase 
of  the  Custom  House. 


8.  Boston  Redevelopment  Authority  Staff  Memoranda 

a.  Staff  memos  regarding  Custom  House  project  dated  September  27,  1990, 

March  8,  1991,  March  29,  1991,  April  26,  1991,  and  September  27,  1991. 


Boston  Redevelopment  Authority  Correspondence 

a.  April  10,  1991  letter  to  Public  Improvement  Commission  setting  forth  the 
BRA's  intentions  with  regard  to  the  taking  of  India  Street  and  its 
reconfiguration. 

b.  June  20,  1991  letter  to  the  Beal  Companies  summarizing  progress  to  date 
and  requesting  closure  on  Lease  document. 


10.        Historic  Preservation  Matters 

a.  Memorandum  of  Agreement  between  Advisory  Council  on  Historic 
Preservation,  General  Services  Administration,  and  the  State  Historic 
Preservation  Officer  regarding  historic  preservation  covenants  on  the 
Custom  House. 

b.  Letter  Agreement  dated  August  11,  1988  between  Boston  Redevelopment 
Authority,  Advisory  Council  on  Historic  Preservation,  Massachusetts 
Historical  Commission,  and  Boston  Landmarks  Commission  regarding  the 
historic  preservation  covenants  on  the  Custom  House. 

c.  Letter  to  John  Fowler  dated  March  24,  1992  regarding  connector  structure 
together  with  report  on  connector  alternatives. 


11.        Baxter  Trust 

a.  Will  and  Codicil  of  James  Phinney  Baxter;  Will  of  Percival  Proctor  Baxter. 

b.  Letter  dated  August  23,  1991,  from  Boston  Trust  Department  to  the  Beal 
Companies  regarding  the  Baxter  Trust. 


MEMORANDUM 

TO:  COOPERS  AND  LYBRAND 

FROM:  PAUL  L.  McCANN,  EXECUTIVE  ASSISTANT  TO  THE  DIRECTOR 

JUAN  LOVELUCK,  PROJECT  MANAGER 
BOSTON  REDEVELOPMENT  AUTHORITY 

DATE:  JUNE  10,  1992 

RE:  CUSTOM  HOUSE 


The  Boston  Redevelopment  Authority  (BRA)  has  continued  working  with  the  General 
Services  Administration  (GSA)  and  the  Beal  Companies,  the  designated  developer  of  the 
Custom  House,  to  finalize  the  transaction  in  which  the  BRA  will  convey,  under  a  long- 
term  ground  lease,  the  Custom  House  to  the  Beal  Companies,  who,  together  with  Inter- 
Continental  Hotels,  will  renovate  the  Custom  House  and  the  adjacent  131  State  Street 
building  into  a  340-room  luxury  hotel. 

The  BRA  recently  reached  agreement  with  the  GSA  regarding  the  restructuring  of  the 
BRA's  obligation  under  the  note  to  the  GSA,  allowing  a  more  favorable  interest  rate, 
6.0%,  interest-only,  and  loan  term,  30  years,  which  will  make  the  assumption  of  the  GSA 
note  by  the  developer  at  lease  closing  less  burdensome  to  the  project.    While  the  legal 
documentation  is  still  under  review  by  the  concerned  parties,  a  letter  from  the  GSA 
dated  April  23,  1992  (attached),  evidences  the  GSA's  agreement  to  the  restructuring. 

The  Beal  Companies  has  been  working  closely  with  First  Boston,  Inc.  regarding  the 
issuance  of  tax-exempt  revenue  bonds  through  the  Boston  Industrial  Development 
Finance  Agencv  (B1DFA)  to  provide  the  debt  financing  for  the  Custom  House  project. 
A  bond  issue  of  approximately  $89.4  million  is  currently  contemplated,  including  $9.9 
million  in  6.07  bonds  attributable  to  the  GSA  debt.   The  tax-exempt  bonds  will  be  the 
senior  debt  for  the  Custom  House  project. 

Other  sources  of  funds  for  the  project  include  interest  earned  from  the  reinvestment  of 
bond  proceeds  ($4.5  million),  cash  from  Inter-Continental  Hotels  ($4.5  million),  cash  from 
the  Beal  Companies  ($1.0  million),  and  cash  from  the  Baxter  Fund  ($1.0-$1.5  million, 
depending  on  the  decisions  by  the  trustees  of  the  Baxter  Fund). 

In  addition  to  cash  contributions,  property  contributions  in  the  amount  of  $12.5  million 
are  included  in  the  sources  of  funds,  consisting  of  Mitsui's  senior  interest  in  the  131  State 
Street  building  o\  $^  million  (from  purchasing  the  note  formerly  held  on  the  property  by 
Bank  of  New  England)  and  $3.5  million  of  East  Stream  Limited  Partnership's  (ESLP) 
equity  interest  in  131  State  Street  (the  balance  of  ESLP's  equity  in  131  State  Street, 
approximately  $10.5  million,  will  be  subordinated  to  the  senior  and  junior  debt. 


Upon  construction  loan  closing,  the  Beal  Companies  will  pay  the  BRA  $2.1  million  in 
cash  and  will  owe  the  BRA  an  additional  $2.1  million  under  a  note  bearing  interest  at 
7.0%.    Although  this  note  has  not  been  fully  negotiated,  interest  payments  will  be  made 
currently,  the  note  will  be  on  par  with  the  developer's  junior  debt  in  seniority,  and  the 
note  will  be  due  in  the  event  of  a  refinancing  or  sale  of  the  project. 

The  GSA  will  he  paid  $1.05  million  at  the  construction  loan  closing  to  satisfy  all  unpaid 
interest  payments  under  the  old  note.    This  payment  will  be  made  by  the  BRA  and 
developer  in  proportions  currently  under  negotiation. 

The  BRA  is  seeking  a  commitment  from  the  Neighborhood  Development  Fund  to 
dedicate  the  semi-annual  payments  currently  being  made  by  the  Teradyne  Corporation 
under  its  UDAG  loan  agreement  to  help  service  the  restructured  GSA  debt.   Although 
currently  under  negotiation,  the  BRA  proposes  to  dedicate  these  $75,600  semi-annual 
payments  to  the  GSA  debt  until  the  project  operates  at  or  above  benchmark  coverage 
ratios  on  the  senior  and  junior  debt  for  two  consecutive  years. 

The  BRA  anticipates  that  the  Custom  House  bond  issue  to  be  sold  in  August  with  a 
closing  occurring  in  late  September  or  earlv  October,  and  a  grand  opening  of  the  Inter- 
continental Hotel  in  the  fall  of  1994. 


MEMORANDUM 

TO:  JOE  NOONAN,  M  &  B 

FROM:  JUAN  CARLOS  LOVELUCK 

DATE:  SEPTEMBER  5,  1991 

RE:  CUSTOM  HOUSE  DEBT  AND  EQUITY  COMMITMENTS 


The  Custom  House/131  State  Street  hotel  project  as  proposed  by  the  Beal  Companies  has 
an  estimated  total  project  cost  of  approximately  $115,000,000  (Draft  Project  Impact 
Report,  June  1991).   The  sources  of  funds  to  pay  for  the  project  are  as  follows: 
$69,000,000  in  taxable  revenue  bond  or  first  mortgage  proceeds,  $35,500,000  in  private 
equity,  $6,400,000  in  investment  tax  credits,  and  $2,100,000  as  a  note  to  the  BRA. 

The  $2,100,000  note  that  will  be  executed  at  the  Lease  closing  will  contain  the  following 
terms: 

o  Interest  at  7%  will  be  paid  annually  in  arrears; 

o  Debt  service  on  the  note  will  be  reflected  in  the  project  pro  formas; 

o  The  note  will  be  for  a  period  of  ten  years.   If  the  project  is  sold  or 

refinanced  within  the  ten  year  period  or  if  project  income  can  support  the 
payment  of  the  note  in  the  years  6-10  the  note  will  automatically  become 
due. 

The  BRA  will  exercise  due  diligence  to  incorporate  these  revised  terms  into  the  final 
documents  to  be  executed  mid  November  to  earlv  December  1991. 

J 

To  date,  commitments  for  $29,000,000  in  private  equity  have  been  made  (with 
authorization,  under  certain  conditions,  for  an  additional  $2,000,000  commitment).   This 
accounts  for  approximately  two-thirds  of  the  total  equity  required.   These  commitments 
include  $14,000,000  from  the  Inter-Continental  Hotels  Group  in  partnership  with  the 
Seiyo  Corporation,  as  described  in  the  attached  letter  dated  July  15,  1991.    In  addition, 
the  East  Stream  Limited  Partnership,  owner  of  the  131  State  Street  building,  will  pledge 
its  entire  equity  interest  in  the  131  State  Street  building,  up  to  $15  million.   A  letter  of 
commitment  from  the  East  Stream  Limited  Partnership  will  be  issued  by  September  13. 
The  pro  formas  for  the  project  have  also  carried  a  $1,000,000  cash  contribution  from  the 
Beal  Companies. 

The  Beal  Companies,  with  the  assistance  of  the  BRA,  is  currently  seeking  a  commitment 
form  a  third  source  of  equity  in  the  amount  of  $8,500,000.   To  date,  discussions  have 
been  held  with  the  First  Winthrop  Company,  Fidelity  Investments,  Mitsui,  as  well  as 


several  other  Far  East  and  European  sources.    Although  negotiations  have  not  reached 
the  point  where  formal  commitments  have  been  obtained,  several  equity  sources  have 
exhibited  a  high  degree  of  interest  in  the  transaction  and  are  conducting  ongoing 
discussions  with  the  Beal  Companies.    In  addition,  the  Beal  Companies  have  discussed 
with  Fidelity  Investments  the  use  of  the  Investment  Tax  Credit,  and  have  retained 
Heritage  Consulting  Group  to  process  the  tax  credit  through  the  Secretary  of  the  Interior 
process.   The  tax  credit  is  estimated  to  have  a  value  of  56,400,000.    Fidelity  investments 
has  expressed  considerable  enthusiasm  for  acquiring  the  credit  and  possible  making  a 
related  equity  investment  in  the  project. 

The  final  financial  commitment  which  is  required  to  secure  the  funds  necessary  to 
undertake  this  project  is  a  Letter  of  Credit  securing  the  contemplated  bond  issue  (there  is 
also  a  possibility  of  the  debt  amount  being  financed  conventionally).   Working  with  the 
Advest  Co.,  the  Beal  Companies  have  obtained  a  preliminary  Letter  of  Interest  from 
Sumitomo  Bank  Limited,  which  is  attached.   Although  the  terms  of  the  Letter  of  Credit 
facility  need  to  be  modified  to  suit  the  project  needs,  discussions  are  ongoing  regarding 
providing  the  Letter  of  Credit  through  a  consortium  of  domestic  and  overseas  banks. 

Alternatively,  the  Beal  Companies  have  discussed  a  conventional  first  mortgage  in  a 
similar  amount  with  Mitsui  Trust,  and  are  aggressively  pursuing  that  option  as  well. 


attachments 


cc:     Paul  McCann 


<^. 


^Lgg^gggglgq »'»'AL  Hots ls  Group 


July   15,  I99i 


Mr.  Robert  L.  Beal 

Mr.  George  L.  McGoldrick,  Jr, 

The  Beal  Companies 

177  Mill  Street 

Boston,  Massachusetts   02109 


R2: 


gUSTQM   HgySP!    TNT2R-COttTTySrrrAL    HQTf.T, 
Dear  Robert  and  George: 

StafflSSSp0?^1:,  ^TnVrL^iT^,  ^  ^-Continental 
("Seiyo")  ,   iPs  prepared  to  prSSS  with  the  BeaTr  Seiy°   CorP°^tion 

East    stream    Limited    Partnership     ™i-f        ,°npaB1M  (I,Bm1")' 

project     would  Ba\Tan *1  J£«krt  .?S»S  £llVH?    ln    this 
third     interest     in     f-h*     4„j„+.  Z     p         .         million  for  a  one- 

redevelop  the  CustSm  HoSse^ower  Ind'the"  m^J^1  aCqUire  a"d 
into  the  subject  hotel.  The  commit^ n?  „Vc  ■  ta  Street  fauildings 
of  IHG,  is  mJade  against  fdiSrX  «f,iy°  a"?  conse^ently 
under  current  market Zhh £* ennination  of  economic  feasibility 
cost  of  S 114  mil  lion  Tfg TSS  £?v  a"Ua?"  a  t0tal  *»velopnJnt 
reconsider  our  comment to  proceed^  the L*?*™  ^  ri?ht  to 
in  the  economic  viability  of  the  nt«^t  is  a  material  change 
increase  in  the  estimated  project  loll  *  ihg  LfT^0"  °f  an 
affiliate,  would  manage  the  Hotel oursuani  t„  »  i  and  Seiy°'  ^  an 
and  Management  Agreement  with  uJ F  5 f  v  ,  long-term  Operating 
accordance  with  th« T.™J ,  ~  *.  •  I?1^  Venture  substantially  in 
Management  A^ement  daSd  .VptSS?  xS?   wV"*    °^"tin?    — 

in?:i?Ln°t   w^dtrb\n"%°cntaS  sa^fsf^i  °f   ^  Int«-^ntinental 

conditions:  subject    to    satisfying   each    of   the    following 


1120  Avs,NuEOfM£  AMfSicAS,  Nsw  York.  N.Y,  I0O36  USA 
T«nPMor.«.(ai2,BS2.fl4CO   Facxmh.*  (212)  832-6404   Telsx:  3768337 


IN'SK-Cox-IMN-.L  HOTtUJ  G«0UP   NC 


Mr.  Robert  L.  Beal 
Mr.  George  McGoldricJc 
Page  Two 
July   15,  1991 


1. 


Approval  by  Mitsui  and  East  Stream  Limited  Partnership  of 
its  contribution  to  the  venture  of  the  131  State  stf.Sf 
property.   The  value  of  ESLP's  interest  in  iai  5?IJ! 

Street   will   be  determined   by   appraisal    *nH 
additional  capital  contributions/dia^      to  ESLP  S? 
iFSffSff  ,t0v  ^  °tha^  P^nari  proportionate  interest 
valuation       "  WU  b9  ****  in  acc°rdance  with  Sis 

we  have  been  advised  by  Mitsui  that  they  would  intend  to 
secure  approval  of  the  East  Stream  Limited  Partners  f 
tnef?  PartlciP*tion  in  the  project  within  a  period  of  0 
to  45  days  of  Inter-Continental's  approval. 

2*    ?M1i,1JH  i  conmiJner^  on  or  before  November  30,  1991 
0fVfl  whtr1  inve_stor  for  an  additional  cash  contribution 
to  the  hotel  venture  of  approximately  $15  million for  »« 
approximate  33  percent  interest  in  the  hotel 

3.    Obtaining  a  commitment  for  a  construction  loan  anH 
4'   ™K°Val  *y  allparti8s  Qf  a  tlnal  devslopnent  budget  and 

6.    Approval  of  final  documentation  of  the  »anaae™n* 
capitalized  and  credited  toward  Intercontinental  •■ i  Sis  »?ii4«I 

ETOKL5SS  sg3ffi.«sasssa  £SH— 


/;.;  ;-'V. 

•<7 


Mr.  Robert  L.  Beal 
Mr.  George  McGoldrick 

Page  Three 
July   15,  1991 


connection  with  the  predevelopment  of  the  project  through  the  end 
of  the  year.  We  would  also  want  to  establish  some  logical 
checkpoints  along  the  way  whereby  the  parties  could  jointly 
evaluate  the  progress  being  made  in  the  approval  process  and 
financing  before  committing  additional  predevelopment  funds. 

We  are  encouraged  by  the  progress  made  to  data  on  this  project. 


cc:   Michael  Cairns 
Fred  Peelen 
Albert  Pucciarelli 
Kazuo  Shimohira 
Hiroski  Takahashi 
Hans  Worms 

JWB/tmk 
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The  Sumitomo  Trust  &  Banking  Co,.  Ud, 
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July  22,    1991 


Mr.   Idward  Lang?;  Vln*  President 

Adveat,    Inc. 

280  Trumbull  strut 

Hartrord,  vonneoticut  urfloJ 

Dear  Mr.  Langei 

we  are  in  receipt  of  your  proposed  financing  plan  dated  May  23, 
1991,  for  the  City  of  Boston  Industrial  Development  Financa 
Authority  Facility  Revenue  Bonds  (Custom  House  Inter* Continental 
Hotel  Project  -  1991  Taxable  Seriss  A),  As  I  mentioned  to  you 
earlier,  Sumitomo  Trust  (the  "Ban*")  would  be  interested  in 
considering  the  transaction  if  it  oan  be  structured  such  that  ths 
Ban*  would  have  rscourse  to  the  General  Partners  for  principal 
and  interest  throughout  the  maturity  of  the  financing;  and,  on  a 
joint  and  several  basis,  the  parents  of  the  Limited  Partners 
would  guarantee  debt  service  payments  until  ouch  time  -■  the 
project  reached  certain  debt  aarvice  coverage  and  loan-to-value 
ratios.  Such  ratios  would  be  agreed  upon  in  advance  by  the 
relevant  parties. 

I  look  forward  to  hearing  further  from  you  regarding  this 
transaction.  Plsase  call  if  you  have  any  other  questions. 


Sincerely, 

Vex*****  r^  i-?-2^^*- 

Jamee  R.  Bemis 
vice  President 


MEMORANDUM 

TO:  COOPERS  &  LYBRAND 

FROM:  BOSTON  REDEVELOPMENT  AUTHORITY 

PAUL  McCANN,  EXECUTIVE  ASSISTANT  TO  THE  DIRECTOR 
JUAN  CARLOS  LOVELUCK,  PROJECT  MANAGER 

DATE:  MARCH  28,  1991 

RE:  CUSTOM  HOUSE 


The  Boston  Redevelopment  Authority  (BRA)  purchased  the  Custom  House  from  the 
General  Services  Administration  (GSA)  of  the  federal  government  on  October  9, 
1987  for  $11  million.    The  objective  of  the  purchase  was  to  lease  the  building  to  a 
private  developer  to  rehabilitate  and  operate  on  the  private  market,  with  a 
substantial  degree  of  public  control  over  this  important  historic  landmark. 

The  BRA  conducted  a  Request  for  Proposals  (RFP)  process  to  select  the  most 
qualified  developer  and  in  June  of  1988  granted  tentative  designation  to  Custom 
House  Tower  Associates  (CHTA),  composed  of  the  Trammell  Crow  Companies  and 
James  B.  White  Partners.    CHTA  proposed  to  convert  the  Custom  House  into  first 
class  office  space  for  the  small  office  user.    The  CHTA  proposal  was  predicated 
upon  office  rents  between  $40  and  $50  per  square  foot.    As  the  downtown  office 
market  declined,  CHTA  determined  that  the  project  was  infeasible  and  withdrew  its 
proposal.    The  BRA  held  a  second  RFP  process  to  formally  solicit  interest  from 
developers. 

On  July  26,  1990,  the  BRA  granted  tentative  designation  to  the  Beal  Companies  as 
redeveloper  of  the  Custom  House.    The  Beal  Companies'  proposal  is  to  rehabilitate 
the  Custom  House  into  a  luxury  hotel  operated  by  Inter-Continental  Hotels,  a  major 
international  hotel  chain  (a  fact  sheet  on  the  proposed  project  is  attached  as  Exhibit 
1).    Under  the  terms  of  the  tentative  designation,  the  Beal  Companies  paid  to  the 
BRA  a  deposit  of  $250,000  at  the  time  of  the  designation. 

Since  the  tentative  designation,  the  BRA  has  worked  closely  with  the  Beal 
Companies  to  finalize  various  elements  related  to  the  design,  permitting,  and 
financing  of  the  project.    The  major  developments  in  the  project  since  tne  tentative 
designation,  which  are  described  in  greater  detail  in  this  memorandum,  are  the 
following: 

o  The  131  State  Street  (Board  of  Trade)  building,  located  directly  west  oi  the 

Custom  House,  has  been  incorporated  into  the  project,  increasing  the  total 
number  of  hotel  rooms  from  104  to  340  and  greatly  increasing  the  feasibility 
of  the  project; 

o  The  definition  of  the  size,  placement,  and  configuration  of  a  connection 

between  the  Custom  House  and  the  131  State  Street  building  providing  a 
suitable  hotel  lobby  space  as  well  as  an  all-weather  connection  between  the 
two  buildings  for  notel  guests.    Because  of  the  historic  status  of  both  the 
Custom  House  and  the  Board  of  Trade  Building,  the  Boston  Landmarks 


Commission  (BLC)  and  the  Massachusetts  Historical  Commission  (MHO  have 
been  consulted  extensively  regarding  the  connector  structure.    The  Boston 
Civic  Design  Commission  (BCDC)  has  also  been  consulted; 

o  The  BRA  and  the  Boston  Zoning  Commission  adopted  new  zoning 

regulations  for  the  Government  Center/ Markets  District  on  January  16  and 
March  8,  respectively.    This  new  zoning  allows  the  Custom  House  project  to 
proceed  as-of-right; 

o  The  Executive  Office  of  Environmental  Affairs  waived  the  requirement  for  an 

Environmental  Impact  Report,  concluding  the  formal  environmental  review 
process  at  the  State  level; 

o  The  Public  Improvement  Commission  voted  conceptual  approval  of  the 

scheme  to  reconfigure  India  Street  described  below; 

o  The  financing  of  the  project  through  a  taxable  revenue  bond  issued  by  the 

Boston  Industrial  and  Development  Finance  Agency  (BIDFA).    On  March  28 
the  BIDFA  Board  approved  an  Inducement  Resolution  determining  that  the 
project  meets  BIDFA  requirements  and  is  eligible  for  BIDFA  sponsorship  of  a 
taxable  revenue  bond  issue; 

o  The  BRA  and  the  Beal  companies  executed  a  Lease  Commencement 

Agreement  on  December  21,  1990  at  which  time  the  Beal  Companies  tendered 
a  second  deposit  of  $250,000  to  the  BRA.    The  formal  lease  document  is  now 
in  final  draft  form,  and  a  final  lease  document  is  anticipated  by  April  15, 
1991,  and  will  be  submitted  to  the  BRA  Board  for  its  approval. 

Incorporation  of  131  State  Street  into  Project 

The  131  State  Street  building  is  owned  by  the  East  Stream  Limited  Partnership,  of 
which  the  Beal  Companies  is  a  co-general  partner.    Exhibit  2  shows  the  location  o\ 
131  State  Street  relative  to  the  Custom  House.    The  building,  which  contains 
approximately  105,000  rentable  square  feet,  is  currently  65%  occupied.    All  but 
14,000  square  feet  of  the  space  under  contract  will  vacate  under  current  lease  terms 
before  construction  begins. 

By  adding  the  131  State  Street  building  to  the  Custom  House  project,  the  total  hotel 
room  count  increases  from  104  to  340  rooms  (including  a  proposed  three-story  root- 
top  addition  to  131  State  Street).    By  allowing  the  high  cost  of  renovating  the 
Custom  House  to  be  spread  over  a  greater  number  of  hotel  rooms,  the  average 
development  cost  per  hotel  room  is  reduced.    A  three-story  rooftop  addition  to  the 
131  State  Street  building  is  required  to  meet  the  hotel's  program  requirements.    The 
larger  number  of  hotel  rooms  also  allows  Inter-Continental  to  realize  efficiencies  in 
operating  and  marketing  the  property. 

The  incorporation  of  the  131  State  Street  building  also  provides  additional  space  tor 
the  hotel's  "back  of  the  house"  uses  which  cannot  easily  be  accommodated  within 
the  envelope  of  the  Custom  House.    These  uses  include  the  kitchens/ bakery, 
laundry,  employee  lockers  and  cafeteria,  workshop,  housekeeping  area,  storage 
areas,  telephone  room,  loading  dock,  and  other  miscellaneous  uses  incidental  to  the 
operation  of  a  luxury  hotel.    In  addition,  the  131  State  Street  building  provides 
space  for  several  smaller  function  rooms  and  additional  food  and  beverage  outlets. 


both  of  which  are  important  to  successful  hotel  operations. 

Design  of  Connector  and  Lobby  Structure 

The  BRA  has  worked  closely  with  the  Beal  Companies  and  its  architects, 
Jung/Brannen  and  Childs,  Bertman,  Tseckares  &  Casendino,  and  with  the  Boston 
Transportation  Department  to  solve  the  problem  of  physically  connecting  the  two 
historic  buildings  and  of  providing  a  suitable  hotel  lobby/registration  area. 
Alternatives  which  were  considered  include  a  below-grade  connection,  an  at-grade 
attachment  to  the  Custom  House  (closing  India  Street;,  a  separate  building 
constructed  between  the  Custom  House  and  131  State  Street,  and  an  addition  to  the 
front  (India  Street  side)  of  the  131  State  Street  building. 

Numerous  meetings  were  held  with  the  BLC,  the  MHC,  and  the  BCDC  on  the 
design  of  the  connector  structure.    Balancing  the  considerations  of  Inter- 
Continental's  operational  needs,  preserving  the  historic  buildings  and  streetscape, 
pedestrian  and  vehicular  circulation,  and  the  reversibility  of  the  new  construction,  a 
consensus  was  reached  that  an  addition  to  the  front  of  131  State  Street  creating  a 
two-story  lobby  space  with  a  second  floor  bridge  into  the  center  of  the  Custom 
House  portico  is  the  solution  which  most  successfully  addresses  these 
considerations. 

The  BLC  approved  a  statement  on  March  12  which  serves  as  a  preliminary 
indication  of  approval  and  understanding  before  the  formal  application  appears 
before  the  BLC.    The  provisions  of  the  BLC  statement,  which  is  attached  as  Exhibit 
3,  are  consistent  with  the  solution  indicated  above. 

Government  Center/Markets  District  Zoning 

The  Government  Center/ Markets  District  Plan  was  approved  by  the  BRA  Board  on 
January  16  and  the  zoning  regulations  implementing  trie  Plan  were  adopted  by  the 
Zoning  Commission  on  March  8.    It  is  anticipated  that  the  new  zoning  will  be 
signed  by  the  Mayor  within  a  few  weeks,  which  will  complete  the  rezoning  process 
for  this  district.    The  new  zoning  places  the  Custom  House  project  within  a 
medium  growth  subdistrict  with  height  limits  of  125  to  155  feet  and  floor  area  ratio 
(FAR)  limits  of  8  to  10.    Hotels  are  an  allowed  use  in  this  subdistrict.    Based  on 
currently  proposed  plans,  the  Custom  House  project  will  be  able  to  proceed  as-of- 
right  with  no  relief  required  from  the  Board  of  Appeal  for  dimensional  or  use 
restrictions. 

MEPA  Waiver  from  EIR  Requirements 

Pursuant  to  the  Environmental  Notification  Form  (ENF)  for  the  project  submitted  by 
the  Beal  Companies  to  the  MEPA  Unit  of  the  Executive  Office  of  Environmental 
Affairs  (EOEA),  the  EOEA  Secretary  issued  a  Certificate  on  the  ENF  on  December  7, 
1990  waiving  the  requirement  for  an  Environmental  Impact  Report.    This  Certificate 
concludes  the  formal  environmental  review  process  at  tne  State  level.    The  project  is 
subject  to  Article  31  and  will  submit  a  Draft  Project  Impact  Report  (DPIR)  pursuant 
to  the  February  18,  1991  Scoping  Determination  issued  by  the  BRA. 


Modifications  to  India  Street 

As  part  of  the  public  improvements  to  the  Custom  House  site,  the  portion  of  India 
Street  between  State  Street  and  Central  Street  will  be  reconfigured  to  contain  two 
travel  lanes  as  well  as  one  additional  lane  for  hotel  drop-off.    The  balance  of  the 
space  currently  occupied  by  a  city  street  will  be  devoted  to  sidewalk  and  project 
uses.    The  Public  Improvement  Commission  granted  conceptual  approval  of  tnese 
street  modifications  on  February  14,  1991  (a  copy  of  the  vote  approved  bv  the  PIC 
is  attached  as  Exhibit  4).    In  order  to  carry  out  these  improvements,  the  BRA  will 
take  the  portion  of  India  Street  between  State  Street  and  Central  Street,  and  will 
reconvey  the  newly  laid  out  public  street  back  to  the  City. 

Project  Financing 

Total  development  cost  of  the  Custom  House/ 131  State  Street  hotel  project  is 
currently  estimated  at  $119,225,000.    Substantial  equity  commitments  are  in  place  for 
the  Custom  House  project.    The  East  Stream  Limited  Partnership  and  Inter- 
Continental  Hotels  nave  committed  $15  million  of  equity  each.    The  Beal  Companies 
has  committed  to  contribute  $1  million.    A  third  equity  contribution  in  an  amount 
of  $15  million  is  currently  being  sought.    The  debt  portion  of  the  project  financing 
is  anticipated  to  be  a  taxable  industrial  revenue  bond  issued  through  BIDFA  in  an 
amount  of  approximately  $70  million,  or  about  59%  of  the  total  project  cost. 

As  part  of  the  lease  transaction,  the  developer  will  assume  the  obligations  of  the 
GSA  note  held  by  the  BRA.    It  is  anticipated  that  financing  requirements  will 
require  the  developer  fully  retire  the  GSA  note  out  of  proceeds  of  the  construction 
loan.    The  BRA  is  current  on  interest  payments  to  the  GSA,  the  most  recent  of 
which  was  due  on  January  9,  1991.    The  BRA  will  be  reimbursed  for  this  payment 
by  the  developer.    The  next  quarterly  payment,  due  April  9,  will  be  made  by  the 
Beal  Companies.    An  operating  pro  forma  for  the  project  is  attached  as  Exhibit  5. 

As  part  of  the  lease  transaction,  the  developer  will  reimburse  the  BRA  for  interest 
payments  made  to  the  BRA  as  well  as  the  $1.1  million  downpayment  made  by  the 
BRA  at  closing.    Currently  it  is  anticipated  that  the  developer  will  pay  the  BRA 
$2.5  million  at  closing  and  provide  a  note  in  the  amount  of  $1.7  million  which  will 
be  due  no  later  than  ten  years  from  the  closing.    The  note  will  have  an  interest  rate 
of  7.0%  per  year. 
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Project  Team 

Developer: 
Hotel  operator: 
Architect: 

Legal  counsel: 
Other  consultants: 

Structural: 

Mechanical: 

Traffic: 

Historical: 

Geotechnical: 


Beal  Properties  CH  Limited  Partnership 

Inter-Continental  Hotels  Corporation 

Jung/Brannen  (building  renovation/addition) 

Childs  Bertman  Tseckares  &  Casendino  Inc.  (connector  structure) 

Hill  &  Barlow 

Engineers  Design  Group,  Inc. 

Cosentini  Associates 

Vanesse  Hangen  Brusdin,  Inc. 

Dr.  Judy  Selwyn,  Preservation  Technology  Associates 

Prof.  Margaret  Henderson-Flovd,  Tufts  University 

Haley  &  Aldritch 


Project  Description 

The  project  consists  of  the  historic  rehabilitation  of  the  Custom  House  and  Board  of  Trade 
(131  State  Street)  buildings  into  a  single  luxury  hotel  property  containing  340  hotel  rooms 
(104  in  Custom  House,  236  in  131  State  Street).    A  connector  structure  constructed  between 
the  two  buildings  will  accommodate  the  reception  desk  and  ancillary  spaces  as  well  as  provide 
weather-proof,  same-level  access  between  the  two  buildings  for  hotel  patrons.    Public 
pedestrian  access  through  the  new  connector  structure  will  be  maintained  indoors  as  well  as 
outdoors.    Three  new  floors  will  be  added  to  131  State  Street  to  meet  the  hotel  program 
requirements. 


Development  Program 

Hotel  rooms: 

Custom  House: 
131  State: 

Square  footage: 

Custom  House: 
131  State: 
Connector: 

Parking: 


Building  heights: 

Custom  House: 
131  State: 
Connector: 


340  total 

104 

236 

312,903  GSF  total 
115,000  GSF 
167,903  GSF 
30,000  GSF  (mostly  below-grade) 

0  spaces    (the  project's  parking  needs  will  be  accommodated  in 
nearby  garages) 


495  feet  (existing) 

160  feet  (including  3-story  addition) 

15  to  35  feet  (est.) 


Ancillary  hotel  facilities: 

Three  restaurants,  bars,  15,000  square  feet  of  meeting/function  rooms,  kitchen,  laundry. 
retail  and  public  cultural  space. 
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Project  Facts 

Total  development  cost: 
Hard  cost/square  foot: 
Average  room  rate: 
Construction  start: 
Construction  completion: 


$119,225,000  (est.,  includes  all  acquisition  costs) 
S135/GSF  (est.,  exclusive  of  FF  &  E) 
$191/night  (est.,  1993) 
July,  1991  (est.) 
May,  1993  (est.) 


Public  Benefits 

The  project  will  restore  the  historic  Custom  House  building  in  a  historically  appropriate 
manner,  preserve  the  building  in  public  ownership,  and  will  maintain  the  Custom  House  over 
the  life  of  the  80-year  lease,  all  at  no  expense  to  the  public.    In  addition,  the  project  will 
generate  the  following  public  benefits: 


Construction  jobs: 

Permanent  jobs: 

Housing  linkage: 

Jobs  linkage: 

Property  taxes: 
PILOT  payments: 

Hotel  sales  tax: 


384  (est.,  person-years) 

300  (est.) 

$1,064,518  (est.,  paid  over  7  years) 

$212,903  (est.,  paid  over  2  years) 

$283,000/year  (est.,  131  State  Street) 
$50,000/year  (Custom  House) 

$13,655,000  over  10  years  to  Commonwealth  (est.) 

$9,582,000  over  10  years  to  City  of  Boston  (est.) 


Set-aside  of  space  in  the  lower  floors  of  the  Custom  House  as  public  exhibition  space 
for  area  museums  and  exhibitors  on  a  rotating  basis. 

The  Custom  House's  25th  floor  observation  deck  will  be  available  for  public  visitation, 
and  Custom  House  rotunda  will  be  open  to  the  public. 

Public  improvements  in  the  area  surrounding  the  Custom  House  will  improve  the  area 
and  help  to  extend  the  Faneuil  Hall/Quincy  Market  pedestrian  destination  to  the 
Aquarium  and  Rowes  Wharf  areas  of  the  waterfront. 
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MEMORANDUM 

TO:      BOSTON  LANDMARKS  COMMISSION 

FROM:    JAMES  G.  ALEXANDER,  9LC  DESIGN  REVIEW  COMMITTEE  AND 
COMMISSION  STAFF 

RE:      CUSTOM  HOUSE/ 131  STATE  STREET  ( 30ARD  OF  TRADE  BUILDING) 

As  you  Know,  tne  3oston  Lancmartcs  Commission  r.as  to  Gate  conducted 
several  advisory  r-eviews  on  tne  proDosal  for  reaevelODment  of  tne 
Custom  House  and  tne  Board  of  Trade  Building.  We  tnougnt  it  would 
be  neipfui  to  summarize  tne  commission's  resDonses  to  tne  scnemes 
oresented  thus  far. 

Basically  we  nave  looked  at  three  schemes: 

An  addition  to  the  Custom  House  in  the  form  of  a  raised  oiaza, 
which  would  entail  closing  India  Street; 

2)    A  new  structure  on  India  Street  between  the  two  buildings, 

with  bridges  to  both,  which  would  narrow  but  not  close  India 


3)    An  addition  to  the  Board  of  Trade  Building,  with  a  bridge 

creating  a  link  to  the  Custom  House,  which  would  also  narrow 
but  not  close  India  Street. 

Tne  proposal  for  a  three-story  roof too  addition  and  additional 
mecnanical  pentnouse  on  top  of  the  Board  of  Trade  Building 
accompanies  ail  three  schemes  outlined  aDove. 

This  matter  is  scheduled  for  further  advisory  review  on  3/12/91 
before  the  full  commission.  The  BRA  has  asked  tne  BLC  to  vote  to 
endorse  the  redevelopment  Droject  so  that  it  can  proceed  into  oesigr. 
development.  We  are  concerned  that  the  commission  not  oe  perceived 
as  issuing  a  conceptual  approval  before  an  application  has  even  oeer. 
filed,  and  so  offer  the  following  as  a  draft  proposed  statement: 

The  Boston  Landmarks  Commission  encourages  the  adaptive  reuse  of  tne 
Custom  House,  a  designated  Boston  landmark,  and  tne  Board  of  Trade 
Building  (petitioned  to  be  designated),  and  offers  tne  following 
consents  to  expedite  further  de^.gn  development  of  the  project.  The 
coaBlssion  has  only  reviewed  the  project  on  an  advisory  Dasis  and 
makes  no  formal  or  binding  determinations  at  this  time  as  to 
approval  of  the  proposals.  The  commission  recommends  that  an 
application  for  a  Certificate  of  Design  Approval  be  filed  as  soon  as 
the  developers  are  ready  to  proceed. 

1)    The  developers  have  stated  that  a  below-grade  link  between  the 
two  buildings  would  not  be  feasible,  because  it  would  pose 
extensive  structural  and  engineering  problems,  and  in  tneir 
view  would  not  be  aporooriate  for  tne  planned  luxury  note! 


2) 


M 


6) 


7) 


8) 
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•lentation,   and  give  some   life  to   the  street       r  \i 
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The  commission  was  comfortable  with  the  massing  of  the 
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comments  on  the  fenestration  and  materials  at  a  later  date 
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P. I.C.     Indication    of    CONCEPTUAL    APPROVAL 
CUSTOM  HOUSE/131    STATE   ST.    Connection 

bontnh:heaIosSto°n   R%deve|Lnp:enrAu9thoeri,t0day;    Pebruar*   14<    i9^    by 
Beal   Company    ( the   designated  deveWr^r?hrTeSentatives   of    ^e 
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[<**e*l  I CAMTAL  STRUCTURE 
Uaea: 
i    Badwlap— tCoat 

b     BRA 
[TOTAL 

c  I  miucnrjanai  Debt 
d  J  Private  Equity 
e  |  SRA  [City]  AddL  Rem 
I  TOTAL 


[notM|  ll>^.v^.i  <->Jcuianan 
ta  I  Net  liugK 
u   Cap  Rats 
•o    Oroaa 


69,267 

44.000 

1.500 

114,767 


!S 


Leia  Salea  Cott 
Leaa  Principal 
Leaa  AddL  Rent 
Net 

«  i  Leu  CipiuJ 
«u  I  Net  Reaidnal 


EXHIBIT   S 


PERMANENT  DEBT  STRUCTURE 
FintMortgige  -  Rate  -  Payment 


69,267 


10.50* 


7.273 


BOTH.  PROFORMA 
'Summary: 


CU3TOM  HOCSE  1NTER-CONT1KENTAI.  RQTvt 


3  INumbwof  Roomi 
b   Room  Available 
i    Rooma  Sold 


rev  i 


i 

k 

1 

a 
a 

e 
s 


Occqpancy 

|  Average  Daily  Room  Rate 
Revcauaag 


Year  2 


340 


124,100 


340 


124,100 


S3, 200 


67.00* 


Room  Reveooo 


gOOO'iJ 


£214.00 


S5.600 


69.00*1 


S237.00 


17.  SO  J 


9,582 


3.616 


Otber  Operated  Dcprmiepta 
Renal*/ Other  Income 


809 


1.280 


270 


20,287  i 


10,796 
4.074 


874 


1.362 


290 


fToti 


out  <jjgi|  RayenOa 


33&1  37,682. 


Leaa:  Departmental  Coat 
Room  Revenue 


Food  &  Beverage 
Telephone 


5,102 


11.882 


Otter  Operated  Dcpartmcata 


540 


Total  Departmental  Expeaaaa 


804 


5,454 

12.986 


579 


8461 


Qrota  Operating  Incaaa. 


18.327 


19,865 


15,034  ■; 


£7,81?  : 


Uadiitribntcd  OperatmgEpy^iTi 


Admxnatrative  &  General 


Management  Foe(3*ynl-5.4 * . 


Marketing 


v    Energy  Coatj 


2,957 


3,113 


1,002 


2,119 


I    Property  Operationa  and  M»tn«-~.ri 


I  Total  UndjjtnbctBd  Operating 


Onu  OpchUmj  Pw8*  ■ 


998 


1,605 


8,6*1 


1.131 


2,234 


1,058 


1,788 


9,324 


FLcd  Chargea  and  Other 


!4    Property  Taica  A  PILOT 


Emmace. 


Replacement  of  Faed 


id  I  Ground  Rent 


I  Total  Find  Charge* 


<M8:;-:-    M94 


378 


148 


394 


156 


334 


61 


HUCu*  AViiUtto  for  Deot, 


921 


DcbtSemce 


a.** 


t  iOpcatJagDeflcitReaervee 


!i  ILeta:  IHG  jjgngw  Management  Fee 


(7.273) 


1,841 


Net  Caah  Available  for  Djatripntion 


754 


61 


1,364 


7,12* 


(7.*66) 


Ye*r3 


337 


10.036 


11,13* 


10,635 


LL590 


11.167 


13.242 


411 


164 


1.283 


61 


1,919 


9^r+ 


429 


172 


448 


1.388 


61 


2,050 


10,53? 


(7,502)|  (7.502) 


ISO 


12,236 


1339$ 


12.848 


I+JW 


468 


1.458 


61 

2,147 


11,095 


(7.502) 


285 


506 


1,427 


599 


2,531 


2,994 


189 


1.531 


489 


13.490 


5U 


t*>7«  TtS^Cttj    16^79 


17,093] 


199 


1,607 


534 


209 


219 


61 


2,249 


U,i44 


O502) 


607 


1.687 


61 


2,468 


12,29? 


(7J02) 


701 


(7.502) 


799 


1.772 


559 


634 


230 


242 


1.S60 


61 


61 


2_S86 


2,710 


64 
940 


O^H  t    13469  g    f6j54 


(7,502)1     (7.502) 


227,767 


(71.445) 


(1.500) 


903 


1.011 


3.035  |        3.504  |        3.996  I        4,513  i      5  3S6  I  I  <4  im 


1 1  Debt  (w/  operating  deflcia  tow  down) 


71,108 


7.466 


71.445 


7,502 


71,445 


7,502 


71,445 

7,502 


rn<gTOM  HOUSE/ 131  STATE  STREET 
Operating  Proforma  Notes 

a.  Redevelopment  Cost  -  total  costs  less  BRA  obligations. 

b.  BRA  -  costs  include  reimbursement  of  BRA's  costs  for 
interest  carry. 

c.  Institutional  Debt  -  initial  permanent  debt  amount  required. 

d.  Private  Equity  -  amount  of  equity  contributed  by  the 
partners . 

e.  BRA  (City)  Additional  Rent  -  a  portion  of  the  BRA's  costs 
are  reclassified  as  rent  and  paid  at  refinancing  or  sale. 

f.  First  Mortgage  -  amount,  rate  and  payment  of  initial 
permanent  debt.   Does  not  include  operating  deficits. 

Revenue : 

g.  Number  of  Rooms  -  total  room  count  is  3  40;  104  in  the  Custom 
House  and  23  6  in  The  Board  of  Trade  Building. 

h.    Rooms  Available  -  total  rooms  times  days  in  the  year. 

i.    Rooms  Sold  -  rooms  sold  based  on  market  penetration.   See 

Berins  report, 
j .   Occupancy  -  occupancy  rate  per  year . 
k.    Average  Daily  Room  Rate  -  average  rate  including  discounting 

in  Years ' s  1  and  2 . 
1.   Room  Revenue  -  average  daily  room  rate  times  rooms  sold, 
m.   Food  -  total  food  income  including  room  service, 

restaurants,  banquet  and  catering  functions, 
n.   Beverage  -  total  beverage  income  including  room  service, 

restaurants,  lounges,  banquet  and  function  rooms, 
o.    Telephone  -  total  telephone  income  estimated  at  $8.00  per 

occupied  room, 
p.    Other  Operating  Departments  -  includes  fees  from  valet 

parking  for  guests  and  functions  and  is  estimated  at  $12.00 

per  occupied  room, 
q.   Rentals/Other  Income  -  includes  in-room  movies,  fax  service, 

cash  discounts,  concessions,  commissions  and  interest 

income.  Used  $2.60  per  occupied  room  night. 

Departmental  Cost: 

r.   Room  Revenue  -  includes  labor  costs,  supplies,  etc. 

s.    Food  &  Beverage  -  representative  year  of  84%. 

t.    Telephone  -  assumed  65%  of  sales. 

u.    Other  Operating  Departments  -  assumed  60.4%  of  gross  income. 

Undistributed  Operating  Expenses: 

v.   Administrative  &  General  -  includes  payroll,  clerical, 

accounting,  insurance,  commissions,  legal  fees,  and 

miscellaneous  expense, 
w.   Management  Fee  -  Operator  has  agreed  to  a  3%  fee  for  the 

first  five  years  increasing  to  4%  thereafter. 
x.   Marketing  -  based  on  comparable  luxury  hotels. 


Operating  Proforma  Notes  (con't) 

y.  Energy  Costs  -  annual  expenditures  for  electricity,  fuel, 
water,  waste  removal  and  operating  supplies. 

z.  Property  Operations  and  Maintenance  -  based  on  comparable 
luxury  hotels  and  includes  general  maintenance  and  repair. 

Fixed  Charges  and  Other  Expenses 

aa.  Property  Taxes  and  PILOT  -  property  taxes  for  131  State 
Street  are  assumed  to  be  $1,200.00  per  room  in  1990.   PILOT 
(payment  in  lieu  of  taxes)  payment  is  $50,000  per  year 
increasing  $50,000  every  ten  years. 

ab.  Insurance  -  based  on  operator's  world  wide  plan. 

ac.  Replacement  of  Fixed  Assets  -  commencing  at  1%  of  total 
sales  in  the  first  year  increasing  to  3%  thereafter. 
Excluded  from  llth  year's  figures  for  sale  purposes. 

ad.  Ground  Rent  -  rent  paid  to  the  City  for  Custom  House. 
Calculated  at  $.50  per  square  foot  (based  on  122,000  square 
feet)  and  increases  $.50  per  square  foot  every  five  years. 

ae.  Net  Cash  Available  for  Debt  -  Net  cash  flow  used  for  debt 
calculation. 

af.  n/a 

ag.  Debt  Service  -  Permanent  debt  payment.   Assumed  10  year 
interest  only  schedule. 

ah.   Reserves  -  operating  reserves  which  are  funded  from 

permanent  debt, 
ai.   IHG  Incentive  Management  Fee  -  20%  of  available  cash  flow 

after  debt  paid  to  operator, 
a j .   Net  Cash  Available  for  Distribution-  cash  available  to 

distribute  to  equity  partners, 
ak.   Debt  with  Operating  Deficits  drawn  down  -  assumes  operating 

deficits  are  drawn  down  from  first  mortgage, 
al.   Debt  Service  -  new  debt  service  based  on  increased  loan 

amount  from  operating  deficits. 

Residual  Calculation 

am.   Net  Income  -  uses  last  years  income  for  sale  projection. 

an.   Cap  Rate  -  assumes  luxury  hotel  market  cap  rate  of  7%. 

ao.  Gross  -  net  income  divided  by  cap  rate. 

ap.   Less  Sales  Cost  -  assumes  $3,000,000  sales  costs  including 

brokerage  fees,  legal  fees  and  miscellaneous  expense. 
aq.   Less  Principal  -  principal  amount  of  first  mortgage, 
ar.   Less  Additional  Rent  -  Repayment  to  City  of  balance  of 

initial  reimbursable  costs. 
as.   Net  -  Net  proceeds 

at.   Less  Capital  -  return  of  original  partners  capital, 
au.  Net  Residual  -  net  profit. 


CUSTOM  HOUSE  INTER-CONTINENTAL  HOTEL 


DEVELOPMENT  COST  ESTIMATES 


Line  Item  Costs 


100.00  ACQUISITION 

0.01  131  State  St 

0.02  Lease  Buy  Out 

0.03  Custom  House  BRA 

0.04  Custom  House  GSA 


TOTAL 


200.00   FURNITURE,  FIXTURES  &  EQUIPMENT 
0.01    FF&E 
0.02   Laundry/Kitchen 
0.03   Mock  Up 


Per 

Per 

Room 

Sq.ft. 

Total 

340 

299 

(000) 

Cost 

(000) 

($000) 

97.05 

129.21 

23,000 

1.27 

1.69 

300 

45.63 

38.52 

4,700 

96.12 

81.15 

9,900 

240.06      126.76     37,900 


27.88  31.70  9,479 
6.76  7.69  2,300 
0.22         0.25  75 


TOTAL 

300.00   HARD  COSTS,  CONSTR 
0.01    Basic  Bldg. 
0.02  ACM  Abatement 
0.03   Tele/UPS/AV 


34.64       39.39      11,854 


112.70  128.16  38,319 
2.94  3.34  1,000 
2.76  3.14  940 


TOTAL 


118.41      134.65     40,259 


400.00 

SOFT  COSTS,  CONSTR. 

0.01 

RE.  Taxes  &  Pilot 

0.02 

Bldg.  Permit 

0.03 

Bond 

0.04 

Signs 

0.05 

Traffic/Polk© 

TOTAL 


2.72 

3.09 

924 

1.27 

1.44 

431 

0.29 

0.33 

100 

0.15 

0.17 

50 

0.15 

0.17 

50 

4.57         5.20        1,555 


500.00  ARCHTTECrUAL/ENGINEERING 

0.01  Base  Bldg.  Services 

0.02  MEP/Strucraral 

0.03  Environmental  Eng. 

0.04  Surveys/Field  Testing 

0.05  Interior  Design 

0.06  Kitchen  Design 

0.07  Lighting/Graphics 

0.08  Historic  Study  (Update) 

0.09  Prof.  Fees  (Traffic, Zoning) 


4.41 

5.02 

1,500 

1.32 

1.51 

450 

0.10 

0.12 

35 

0.22 

0.25 

75 

1.32 

1.51 

450 

0.24 

0.27 

80 

0.18 

0.20 

60 

0.15 

0.17 

50 

0.15 

0.17 

50 

CUSTOM  HOUSE  INTER- CONTINENTAL  HOTEL 


DEVELOPMENT  COST  ESTIMATES  (con't) 


Line  Item  Coats 


500.00  ARCHITECTUAL/ENGINEERING  (con't) 

0. 10  Geotechnical  Engineering 

0.11  Energy  Code  Design  Study 

0.12  Reimbursables 

TOTAL 

600.00  LEGAL 

0.01  Development 

0.02  Financial 
0.03 

TOTAL 


Per 

Per 

Room 

Sq.Ft. 

Total 

340 

299 

Cost 

(000) 

(000) 

($000) 

0.24 

0.27 

80 

0.09 

0.10 

30 

0.22 

0.25 

75 

348.63 

9.82 

2,935 

1.47 

1.67 

500 
250 

0 

1.47 


2.51 


750 


700.00  FINANCIAL 

0.01  Lenders  Fees 

0.02  Brokerage  Fees 

0.03  Arch.  Inspection 
0.04 

TOTAL 

800.00   MARKETING 
0.01    Preopening 
0.02  Operational  Start-Up 

TOTAL 


3.06 

3.47 

1,039 

2.04 

2.32 

693 

0.15 

0.17 

50 

0 

5.24         5.96       1,782 


10.29        11.71       3,500 
0.74         0.84  250 


11.03       12.54       3,750 


900.00  GENERAL  &  ADMIN. 

0.01  Dev.  Magmfc  Fee/Proj.  Mgmt.  Fee 

0.02  Technical  Services 

0.03  Linkage  Payment  (PV) 

TOTAL 

1000.00  COSTS  BEFORE  CONTINGENCY 


8.97  10.20  3,050 
1.18  1.34  400 
0.88    1.00    300 


11.03   12.54   3,750 
307.46  349.62  104,535 


1100.00   CONTINGENCY 


1200.00   SUBTOTAL 


10.77       12.24       3,660 


318.22      361.86    108,195 


1300.00  CONSTRUCTION  INTEREST  EXPENSE 


19.33       21.98       6,571 


1400.00   PROJECT  DEVELOPMENT  COST 


337.55   383.83  114,767 


CUSTOM  HOUSE  Inter-Continental  HQTET, 

DEVELOPMENT  COST  ESTIMATE  NOTES 

Square  Feet.  Based  on  178,000  square  feet  for  131  State  Street 
and  122,000  square  feet  for  the  Custom  House  Tower.   Includes  a 
three  story  3  3,000  addition  for  131  State  Street.   Approximately 
16,000  square  feet  will  be  constructed  on  and  beneath  the 
bisecting  India  Street  for  the  main  entrance,  lobby  and  lounge 
area. 

100.00  Acquisition  Costs 

100.01  Board  of  Trade  Building  Acquisition.   The  fee  interest 
cost  of  131  State  Street  is  $23,000,000. 

100.02  Board  of  Trade  Building  Lease  Buyouts-  Approximately 
10,000  square  feet  will  be  under  lease  past  December,  1991.   a 
budget  of  $300,000  is  allocated  for  moving  these  tenants. 

100.03  custom  House  BRA.  This  $4,700,000  is  a  reimbursement  to 
the  BRA  for  costs  associated  with  the  Custom  House. 

100.04  custom  House  GSA.  The  City  of  Boston  holds  a  note  from  the 
GSA  for  the  Custom  House. 

200.01  Furniture.  Fixtures  &  Equipment.   A  total  of  $28,250  per 
room  is  assumed  for  FF&E  less  target  savings  of  $125,000. 

200.02  Laundry /Kitchen /Common  Areas.  A  budget  of  $2,425,000  is 
allocated  for  common  areas,  kitchens,  lounges  and  dining  rooms 
less  target  savings  of  $125,000. 

200.03  Mock  Up.  Budget  for  mock  up  room  for  sales. 

3  00.00  Hard  Construction  Costs.   Based  on  estimates  submitted  by 
local  contractors. 

300.01  Basic  Building.  The  hard  construction  costs  are  estimated 
at  approximately  $128.00  per  square  foot. 

3  00.02  ACM  Abatement.  The  cost  to  remove  or  encapsulate  asbestos 
in  both  buildings  is  estimated  at  $1,000,000. 

300.03  Tela/UPS/AV.   Budget  for  telephone,  reservation  and  audio 
systems  is  $940/000. 

4  00.00   Camrtruction   Soft  Costs. 

400.01  Real  Estate  Taxes  and  Pilot.   Real  estate  taxes  during 
construction  for  131  State  Street  are  assumed  to  be  $462,000  per 
year  (1991  figures).   PILOT  (Payment  in  lieu  of  taxes)  commences 
36  months  from  the  execution  of  the  lease.   The  PILOT  payment  is 


DEVELOPMENT  COST  ESTIMATE  NOTES  (con't) 

$50,000  per  year  for  ten  years,  increasing  $50,000  each  ten  years 
thereafter. 

400.02  Building  Permit.   Estimated  at  $431,000. 

400.03  Bond.   Estimated  construction  bond. 

400.04  sicms.  Budget  for  construction  signage,  traffic  flow,  etc. 

400.05  Traffic/Police.  Budget  for  police  details  and  traffic 
mitigation. 

500.00  Architectural  &  Engineering 

500.01  Base  Building  Services.  Budget  for  base  building  is  5%  of 
net  construction  hard  costs.  Base  building  also  includes  civil, 
landscape  and  elevator  consultants. 

500.02  MEP.  Budget  for  Mechanical,  electrical  and  plumbing  and 
civil  engineering  is  $450,000. 

500.03  Environmental  Engineering.   Budgeted  $35,000. 

500.04  Survevs/Field  Testing.  Required  for  street  construction, 
sidewalk  repairs.  Budgeted  at  $75,000. 

500.05  Interior  Design.  Budgeted  $450,000. 

500.06  Kitchen  Design.  Budgeted  $8  0,000. 

500.07  Lighting /Graphics.  Budgeted  $60,000  for  interior  and 
exterior  lights,  and  graphics. 

500.08  Historical  Study.  Required  by  City  to  perform  study  of 
historical  conditions,  existing  conditions,  and  future 
conditions. 

500.09  Professional  Fees  ( Traffic!.  Budgeted  $50,000  for  traffic 
studies . 

500.10  Geotechnical  Engineering.   Budgeted  $80,000. 

500.11  Energy  Code  Design  Study.  Budgeted  $30,000. 

500.12  F«=Mmfrursables.   Budgeted  $75,000. 

$QQt90  legal 

600.01  Legal.  Allocated  $500,000  for  development  legal  fees 
including  BRA  negotiations  on  lease  and  lease  commencement 
agreement,  zoning  issues,  environmental  issues,  and  management 
agreements. 

600.02  Financial.   Allocated  $250,000  for  legal  services  for 
construction  and  permanent  financing. 

700.00  Financial 

700.01  Lenders  Fees.  Budgeted  .5%  of  construction  debt  and  1%  of 
permanent  debt. 

700.02  Brokerage  Fees.  Budgeted  1%  of  permanent  debt. 

700.03  Arch,  inspection.  Allocated  for  lender's  architectural 
inspections . 


:.    <- 
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DEVELOPMENT  COST  ESTIMATE  NOTES  (con't) 

8  00,00  Marketing 

8  00.01  Preopenina.  Budgeted  $3,500,000  for  preopening  expenses. 
300.02  Operational  Start-Up .   Budgeted  $250,000  for  operator 
start-up  costs. 

900.00  Administrative  &  General 

900.01  Development  Management  Fee.  Allocated  4%  of  budget  less 
acquisition/ FF&E  plus  $750,000  for  construction  management  fee. 

900.02  Technical  Services.  Budgeted  $400,000  for  technical 
services  provided  by  the  operator. 

900.03  Linkage  Payment  (PVK  The  payment  required  by  city  Zoning 
rules  to  be  used  for  job  training  and  housing  construction  which 
is  paid  over  seven  years.   The  charge  is  $5.00  per  square  foot 
for  every  square  foot  over  100,000  for  housing  and  $1.00  per 
square  foot  over  100,000  for  job  training.   This  figure 
represents  the  present  value  of  the  total  payment  required. 

1000.00  Costs  Before  Contingency.  Represents  total  development 
costs  prior  to  construction  contingency. 

1100.00  Contingency.  The  contingency  budget  for  the  project  is  5% 
of  hard  and  soft  costs. 

1200.00  Subtotal.  Total  costs  including  contingency. 

1300.00  Construction  Interest  Expense.  The  interest  expense  is 
assumed  to  be  at  a  rate  of  10.5%. 

1400.00  Project  Development  Cost.  Total  development  costs. 
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